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The Burden of War Preparation 





CARCELY less costly than war itself has become the enor- 
mous burden of expenditure for military and naval prepara- 
tion which modern nations find it incumbent to impose upon 

themselves for their protection against the possible assaults of rivals 
which may never materialize. This constantly growing outlay to 
ward off the evils of war constitutes a considerable burden under 
which the race must march in its struggle for economic advance- 
ment. 

Some figures dealing with this subject were presented a short 
iime ago in the monthly letter of the People’s National Bank of 
Pittsburgh, from which we quote: 

“Tn connection with the cost of militarism a letter addressed to 
the president of the People’s National Bank by Col. SamMuEL 
HarpEN Cuvurcu, of the Pennsylvania system, has a direct bearing. 
Col. Cuurcn, after referring to a paragraph in the January letter 
of this bank, states that while in Europe last summer he made the 
somewhat startling discovery that articles frequently purchased in 
Parisian shops can be bought to better advantage as regards qual- 
ity, attractive models and price, in New York than in Paris. He 
learned upon inquiry of Frenchmen of high position the reason 
for high prices abroad. “They replied,’ he says, ‘without hesitation, 
that the rise in prices, not only in Paris, but throughout Europe, 
was due to the extra war taxes prevailing everywhere. Tor exam- 
ple, every soul in the population of France, young and old, and 
both sexes included, is required to pay on the average $7 a year for 
the maintenance of the army and navy, and this does not include 
pensions. 

“Col. CHurc# recently made a special study of this subject, and 
he has favored the People’s National Bank with some figures, show- 
ing the cost of war preparation for each of the ten principal nations, 
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without including pensions or the destruction caused by past wars. 
A portion of Col. Church's statements ts tabulated as follows: 


PROPORTION OF TOTAL MILITARY CHARGES ‘TO TOTAL 
EXPENDITURES OF TEN NATIONS 








Cost per 

unit of 

Total Cost of Per popu- 

Country. Expenditures. Army and Navy. Cent. _ lation. 
Austria-Hungary ......... $890,556,000 $87.244,000 09.8 $1.70 
I a Barca wie wintuns etal 877,292,000 270,918,000 30.9 7.00 
Germany Pe ee are er 781.286,000 318,446,000 43.5 4.90 
Great Britain ..kcccccs ven 997 ,410.000 341,820,000 34.3 7.60 
Italy Be ee rt eee ee 500.595,000 120,676,000 24.1 3.45 
Japan ey Cre re ee ee 284,454,000 92.601,000 32.5 1.79 
EP ee ee ee ree 1,360,054 ,000 319.770.0006 23.5 2.00 
Spain er ee ee Ce eee 224.526.000 51,867,000 22.9 2.55 
Turkey Ee re Te err 154,033.000 48,294,000 31.4 2.18 
Dutted States .....66<62. 654,138.000 283,986,000 43.3 3.07 
Totals .............$6,674,442,000 #1.984.222,000 29.0 £3.33 


“The foregoing figures are for the fiscal year 1911, and as 
stated, do not include past war pensions. Since 1911 the Balkan 
war has changed the map of Europe in some important respects, 
and Kuopean nations have greatly increased financial burdens in 
preparation for problematical future wars. Altogether apart from 
the ethical side of the question, it must be obvious to all thinking 
persons that such huge burdens impair the economic efficiency of 
nations; and, if effect is carefully traced back to cause, will be found 
largely responsible for the social unrest in Europe.” 


It will be seen that in the percentage of military and naval out- 
lay to total expenditures only one nation in the list—Germany— 
surpasses the United States. 

Interesting observations are made in a recent issue of “The 
Statist” (London) on “The Burden of Armaments,” the view be- 
ing expressed that while the huge military outlays are deplorable, 
they have not yet reached a point where they seriously threaten the 
prosperity of the leading nations. 

“Readers,” says “The Statist,” “whose memories go back to 
the Franco-German war will remember how often since then the 
cry against the burden of armaments has been raised; how little it 
has effected; and how soon it has usually subsided. Immediately 
after that great struggle the Continental nations began to adopt 
one after another the German plan of universal liability to military 
service. In consequence, it was generally held in this country that 
such extravagant preparations for war must lead to the impoverish- 
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ment, if not to the pauperization, of the competing nations. After 
the South African war Germany began to build a great navy. That 
led to a very considerable increase in our own naval armaments; 
and again the cry was raised that it must lead to bankruptcy. In- 
stead, the period since the Franco-German war has, in fact, wit- 
nessed the greatest expansion of trade and the most remarkable in- 
crease in wealth the world has ever seen. Moreover, strange to say, 
Germany, the country which began the system of universal liability 
to military service, and which, at a later date, began the competition 
in naval armaments, has of all European countries made the great- 
est progress economically. 

“Our readers, then, will do well not to attach overmuch impor- 
tance to the predictions that are now being so readily indulged in. 
At the same time, the competition in armaments which is going on 
is most deplorable. It is wasting money in preparations for mutual 
slaughter which ought to be laid out in making the world better 
than the present generation found it; and it is encouraging the in- 
ventive to turn the great talents with which Nature has endowed 
them away from the pursuit of what is good and beneficial to the 
rendering more deadly weapons of war. No man of ordinary hu- 
man feelings will, then, dispute that the present outlay upon the 
means of destroying life is disgraceful to our generation and inju- 
rious to humanity. But mere outery against the competition in 
armaments will do little. As we have just been pointing out, such 
an outcry has been raised again and again, and has died out rapidly 
because it was helpless in the matter. Those, then, who really de- 
sire to lead the nations into a better course ought to ask themselves, 
firstly, what are the causes which are turning the nations of Europe 
at present into so many armed camps? and are there any practicable 
means of putting a stop to a madness which, though it does not stop 
progress, is clearly inimical to it?” 

First among the causes for this mad rush for armaments, “The 
Statist” places the antagonism between Germany and France, but 
sees no practicable way of diminishing this. Finally, this admoni- 
tion is given those who condemn the large expenditures for war 
preparations: 

“Those who are impatient of the costliness of the preparations 
that are going on, and who are crying out for a course of conduct 
which would be much more likely to increase than to lessen the 
dangers, should, in the first place, address themselves to the re- 
moval of some at least of the perils, oppressions, and grievances 
which are making the nations feel that any sacrifice is better than 
invasion, partition, and possibly servitude. Can the evils which the 
peoples are endeavoring to safeguard themselves from by means of 
armaments be got rid of by any less costly course of action? 
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“There is no use appealing to high morality. The Sermon on 
the Mount has been before the world for two thousand years, and 
there is just as little sign now as there was when it was first 
preached of the ending of war. Appeals to men’s better nature 
have been made in all ages and countries, and have always proved 
futile. Is there any practical way of assuring the man of business 
and the man of affairs that a snare is not being laid for them? If 
such can be found it is not wholly improbable that both may be 
persuaded to try a new experiment. If we cannot find any such 
device we may cry ourselves hoarse, but we shall make no impres- 
sion upon the practical man.” 

The search for the remedy will go on, of course. Addressing 
the New York State Bankers Assocation in annual convention at 
Ottawa last summer, Hon. Grorcrt K. Roserts, Director of the 
Mint, found an inspiring example in the relations of Canada and 
the United States. He said: 

“It is often said of those of us who are optimistic about peace 
that we fail to take account of human nature and that human na- 
ture is just the same as it has been in the past. It may be that in 
some respects human nature has changed but little, but I am sure 
the human kind has been learning something as the years have 
passed, and that in this day of schools, newspapers, and free speech 
the people cannot be buncoed into war for glory, and 
somebody else’s glory, as easily as in the past. It used 
to be that war was the common business of mankind, 
but the energies of men have been turned into another chan- 
nel. ‘This is the Economic Age, the age of Industry and Com- 
merce, an age of hope and ambition for the common man, when 
every man is striving to better his condition and make the condi- 
tion of his children better than his own. The conditions are not the 
same as of old; the interests are not the same. It makes a lot of 
difference with human nature if when you are mad enough to burn 
down a man’s house you find that you own stock in the insurance 
company. 

“Wars are out of date when good will has become a commercial 
asset. Why, in the orchard country out West, and I believe in 
Ontario, they won’t allow a man to pack his own apples for ship- 
ment, so anxious are they that the distant stranger shall have a 
square deal. If a sale of American securities is made to a friendly 
people with disappointing results the loss to America far exceeds 
any possible gain. We simply cannot afford to injure another 
people, by hook or by crook. 

“Men have learned that as a plain commercial proposition there 
is more to gain by trading with a neighbor than by killing him, or 
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even by governing him: and for proof of the last proposition see the 
experience of England with her North American colonies. 

“And so the most preposterous thing in Christendom to-day is 
the spectacle of the so-called civilized nations spending more than 
one-half of all their revenues in preparation for defense against 
-ach other, each protesting, and I believe honestly, that it will never 
make an attack. Germany, in addition to her regular appropria- 
tions for military purposes, now calls for a special contribution 
from capital of $250,000,000, every dollar needed by her industries, 
to be expended upon fortresses and equipment, and France, 
spurred on by the action of Germany, levies new taxes and floats 
new loans to maintain the equilibrium. 

“At this opportune time Canada and the United States hold up 
an inspiring example to the world. Four thousand miles of com- 
mon frontier without a fortress or a gun; 100 years of peace, with 
every disagreement settled by diplomacy or arbitration, and with- 
out a dollar expended in preparation for war with each other. It is 
worthy of celebration! We ought to begin a year in advance and 
make it a memorable year for our children and for all the burdened 
children of men.” 

“It seems to me to be very appropriate that of all people the 
bankers should be foremost in a celebration of peace. The banker 
knows better than anyone else how many are the ties of interest that 
bind the modern nations together. He knows better than anyone 
else that war is not only barbarous in its cruelties, but barbarous 
in its ignorance of common interests. 

“One of the most persuasive books of recent years is entitled 
‘The Great Iliusion,’ and the illusion of which it treats is the idea 
that any people can possibly benefit itself by conquering, impov- 
erishing or even annexing, forcibly, another people. The author 
shows that if it were possible for a German army to capture Lon- 
don there is nothing it could do to disturb the activities or pros- 
perity of its inhabitants that would not react disastrously upon the 
people of Germany. It might be able to loot the Bank of Eng- 
land, but if the Bank of England was looted there would be a panic 
throughout the world, and nowhere greater than in Berlin. An 
illustration of this was afforded two years ago when a German 
warship steamed into a port of Morocco, with a remotely implied 
threat of war with France, with the result that so much French 
money was withdrawn from Germany that the Imperial Bank was 
obliged to expand its loans by $200,000,000 within thirty days, and 
meantime the Berlin Stock Exchange was in panic and German 
industries lost hundreds of millions more. No nation liveth to itself 
alone in the twentieth century. The wealth of the world is now a 
common fund. There is a reservoir in London, another in New 
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York, another in Montreal, and others elsewhere, but they are all 
connected. You can’t draw down the supply of capital in one with- 
out affecting the supply in all. You cannot burn up, confiscate or 
destroy property anywhere that the whole civilized world does not 
suffer loss.” 

As nations virtually approach nearer one another through mul- 
tiplication of the means of communication, the consciousness of 
their economic interdependence becomes clearer. And when one 
nation comes to understand that in attempting to subjugate and 
humiliate another nation it is really harming itself, it may tend to 
restrain the eagerness for war. Perhaps a realization of this eco- 
nomic factor, from the standpoint of enlightened selfishness, may 
operate more powerfully to prevent war than sentimental long- 
ings for the day when the swords shall be beaten into plowshares 
and the spears into pruning-hooks. 





THE BANKS AND THE PUBLIC 





HiIS topic does not imply that the banks are entities existing 

distinct from the public, for such is not the case. The banks 

are owned by the public largely. and are sustained wholly 
by the public as depositors and borrowers. Nearly 500,000 people 
are owners of national bank shares, while there are many more 
shareholders of State banks, which greatly outnumber the national 
institutions. Of course the number of depositors runs into the 
millions. ‘The banks are, like practically every other form of large 
and successful business enterprise, not dependent upon a small 
class of rich patrons, but derive their support from the services 
rendered to the great masses of the community. Their business con- 
sists less in creating credits than in examining, testing, assuring 
and circulating them. They inspect credit and certify to it, thus 
giving it currency. 

For the services which the banks render the community their 
shareholders receive on the average in the shape of dividends a 
little over six and one-half per cent. on the capital and surplus em- 
ployed. This is for the national banks, and the return on State 
bank stocks is probably approximately the same. If the total 
business transactions of the banks were taken as the basis of com- 
putation, it would be found that the percentage of return 
would be much lessened; or, again, if the percentage were com- 
puted on the funds employed other than ecapital—that is, the de- 





posits—the percentage of return would be much smaller than above 
quoted. 
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The fact is that the banks of the country, considering the ser- 
vices they render, receive only a very moderate profit. While there 
are some special risks inseparable from the business of even the 
best-managed banks, no well-conducted bank engages in specula- 
tion in the ordinary sense. 

A better knowledge of the organization of banks, their man- 
agement, methods of doing business and the intimate relations they 
bear to every line of production and trade would make for the 
mutual advantage of the banks and the public. It is reported that 
some $129,000,000 was lost last year through “investments” made 
with the “get-rich-quick” speculators. Much of this might have 
been saved had the advice of bankers been taken before “investing”’. 
Our people should be gradually trained to do their investing 
through the bankers, as is the custom in some European countries. 

In New York recently there was a “run” on one of the oldest 
and strongest savings banks, simply through ignorance. Doubtless 
most of the frightened depositors who withdrew their money did 
not know that there was much difference, if any, in point of organ- 
ization and management, between a bank of this character and one 
of the so-called “foreign banks” which collect money from the con- 
fiding and run away with it almost as soon as obtained. And the 
savings banks of New York have done little or nothing to inform 
them of the difference. 

The people should be informed how the banks are organized, 
what legal safeguards are thrown around them, how they are man- 
aged, and above all the vast and indispensable services they render 
to industry, trade and labor. 

It was reported (we hope incorrectly) not long ago that the 
labor unions of a certain western city were going to withdraw 
$6,000,000 from the banks in order to punish the manufacturers of 
that city for following a policy the labor leaders did not like. Pun- 
ishment of this kind would no doubt be effectual, but at what fright- 
ful cost to labor itself! 

Who can deny that many sections of the new banking law rep- 

resent a prejudice against banks based upon a lack of understand- 
ing of what the banks are really doing for the country’s welfare? 
Yet the fault is not so much with Congress as with the banks, so 
busily engrossed in their own affairs as to leave them no time to 
tell the public that they are not the baneful institutions they are 
proclaimed to be by the demagogues. 
__ Prejudices against banks find their way into restrictive statutes, 
increased taxes and other acts aimed to hamper the conduct of bank- 
ing. Were the people more fully informed as to the real nature of 
the banks and their services, we should find in time a legislative at- 
titude toward these institutions that would be verv helpful in add- 
ing to their efficient service to the people. 
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THINGS NOT WHAT THEY SEEM 





OMMENTING on the new Federal Reserve Act, “The 
Statist” (London) says: 


“Tt will be seen that Congress has been anxious to guard 
against inflation, and, at the same time, to prevent such a break- 
down of the banking system as occurred in 1907. Consequently, 
for the first time since the great Civil War the United States will 
be in possession of what ought to be an elastic currency. 

“Whether the means adopted to secure this are the wisest and 
most scientific is an entirely different question. We ourselves be- 
lieve that free trade is good in banking as in all other departments 
of business. Therefore, we venture to think that bankers ought to 
be trusted to a much greater extent than they are trusted by the law ’ 
of almost any country at present. 

“In the United States, however, the new measure is clearly in- 
spired by the belief that great masses of capital in the hands of a 
comparatively small number of persons are inevitably liable to be 
used to the injury of the community; and, therefore, that stringent 
regulation is indispensable if such a result is to be prevented. 

“We do not answer this argument with a priori reasoning, 
which, frankly, we think of absolutely no value. We point, on the 
contrary, to the history of the Bank of France. It is not bound to 
keep reserves. Nor is it fined if it draws upon its reserves more } 
than a Government official might think advisable. And yet there is 
not in the whole world a great bank conducted with more skill and 
success than the Bank of France. 

“American legislators, though they will not admit our conclu- 
sion, are practically acting upon it, for while they lay down in the 
most solemn manner rules as to the reserves which must be kept, 
they turn about in the same breath and authorize their Reserve 
Board to dispense with all these rules and allow the banks to draw 
upon their reserves to any extent so long as the banks pay the Gov- 
ernment for the privilege. Practically, then, what we see is a repe- 
tition of what has been going on upon the Continent for so long—a a 
make-believe stringency of regulation, and a real laxity in enfore- 
ing the regulations when an emergency arises.” 

“The Statist” might have gone further and pointed out that 
while the new act pretends to authorize a Government currency it 
actually provides for bank notes, secured by the banks’ collateral in 
the form of commercial paper and gold. If to this should be added 
the further charge that a central bank is established under the guise 
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of a system of reserve banks, it would look like a charge of insin- 
cerity on the part of Congress in dealing with this important sub- 
ject. Actually, these Jittle discrepancies represent the concessions 
that our banking legislation must make to political prejudice. A 
central bank, purely as such, is unpopular; but call it a system of 
reserve banks, and it is accepted by everybody. So with bank notes, 
they are unpopular as such, but are all right if you call them Gov- 
ernment notes. 





BANKING RECIPROCITY 





ONGRESS in legislating for the establishment of branches of 
the national banks in foreign countries probably gave little 
consideration to two important elements of the problem. 

To establish a branch of an American national bank in a for- 
eign country requires something more than a mere enabling act by 
the American Congress. It requires affirmative action on the part 
of the banks, and it also presupposes the permission of the foreign 
government whose territory our banks propose to invade. We hear 
a great deal, for example, about establishing American banks (that 
is, United States banks) in Latin America, but nothing as to 
whether the Latin-American countries will permit our banks to do 
business there. Presumably they will. inasmuch as in most of those 
countries the banks of other foreign countries are already repre- 
sented. But asa rule the representation is not by a branch, but by 
a bank organized for the specific purpose of carrying on business in 
that part of the world. Another plan is to acquire a controlling 
interest in some bank already well established—a plan much less 
likely to incur hostility on the part of the government, the existing 
banks and the business interests generally than where the branch 
of some American bank is sought to be set up. 

There is another very important aspect of this question. 

Several of the New York banks are already proceeding on the 
assumption that there will be no obstacles to the establishment of 
branches of these institutions in London, and perhaps in other 
European capitals. Probably this assumption may be well 
founded, but it would not be surprising if in some countries consid- 
erable opposition to this Lanking invasion is encountered. 

It may be pointed out also that certain members of the Ameri- 
‘an Union of States have not been very hospitable to foreign banks 
seeking to establish themselves here. The laws of New York, for 
example, not only require legitimate banks to comply with require- 
ments primarily intended to keep out banking crooks, but also nar- 
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rowly restrict the business which these banks may transact. They 
‘annot receive deposits, although there seems no good reason why 
the New York branches of some of the great and strong foreign 
banks should be thus restricted. 

As American banks gradually extend their operations into for- 
eign countries, the necessity of adopting a policy of reciprocity in 
banking may become apparent to our legislative bodies, that is if we 
expect to see our banks given a fair field abroad. For it is apparent 
that if we continue to circumscribe the operation of foreign branch 
banks here, other nations may pursue a like policy toward our banks 
established in their dominions. 





LAND-BANK SCHEMES 





HESE are cropping out in Congress and in the various States 
at a rate which certainly assures “easy money” to the 
farmers of the country. 

With the general purpose of these schemes, that is the furnish- 
ing of needed funds to the farmers of the country on the best terms 
that the business of supplying such funds will warrant—with this 
aim we are in hearty sympathy. 

We cannot see that there is any lack of offering of funds to 
the farmer. Whether the rates demanded, all things considered, 
generally exceed a just amount—that question is at least 
debatable. 

It seems to us that substantial advantages would accrue to the 
farmers of the country if there were in existence a central credit 
organization of some kind that would, in so far as possible, stand- 
ardize farm loans. This would assure the buyer of these mortgages, 
or of the bonds based thereon, that every farm loan negotiated 
through this central agency conforms to certain requirements as 
to inspection and appraisement of land and buildings, and that all 
the factors entering into the security for such loan had been care- 
fully considered. 

We are inclined to the belief that the banks and loan organiza- 
tions already handling this business can care for it more efticiently 
than any newly-created agency can, for they are familiar with the 
business by experience. If these banks and organizations could in 
some way be affiliated in a central body, however, that would act 
as a testing instrumentality, the farm mortgage might be stand- 
ardized and given greater currency in the investment markets, thus 
assuring the American farmer an abundant supply of funds at fair 
rates. 
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But the proposal that seems to meet most favor in Congress 
dees not contemplate any strong central credit organization like 
that above suggested. On the contrary, it contemplates the crea- 
tion of a series of small land banks, with a capital as low as $10,000, 
these institutions to issue bonds against mortgages, relending the 
proceeds to the extent of fifteen times their capital. ‘They may also 
receive deposits to be lent out on farm mortgages and do a limited 
commercial banking business. 

This we regard as an exceedingly iame attempt to help the 
farmer. It is difficult to escape the conclusion that the borrower 
will have to pay the cost of keeping up these numerous new con- 
cerns. Moreover their number is so great, and the capital of each 
institution so small, that they will be totally ineffective in giving the 
American farm loan the one thing it needs—a certain degree of 
standardizing that would give it a wider market at home and 
perhaps abroad. 








MORE CAUTION NEEDED 





EWSPAPERS in exulting over the selection of their home 
towns as sites of Federal Reserve Banks ought to be a trifle 
more discreet than the Philadelphia “Inquirer” was in the 

following, taken from the issue of February 11: 

“New influences have been brought to bear which will result in 
the establishment of a regional bank in this city, according to Con- 
gressman A. Mirreneni1, PALMER, President Wilson’s legislative 
lieutenant and candidate for the Democratic nomination for United 
States Senator. 

“Following a conference yesterday with Vanck McCormick, 
candidate for the Democratic nomination for Governor. ROLAND S. 
Morris and other leaders of the State party, Congressman 
PatMeER emphatically declared that Philadelphia is assured of one 
of the new Government financial institutions. 

“ “Philadelphia was given a new Federal judge in Washing- 
ton on Monday,’ said Mr. Parmer, before leaving this city for 
Easton. “The next thing you will receive will be a regional bank. 
It is a safe wager that a bank will be located here, as new influences 
have been put to work to bring it about.’ ” 


Philadelphia, on account of its importance as a manufacturing 
and commercial centre, and because of the size, number and strength 
of its banks, is fairly entitled to a Federal Reserve Bank. What 
should be necessary to secure 


’ 
. 


amazes us is that “new influences” 
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the location of a Federal Reserve Bank there. By coupling the 
statement quoted with the assertion that “President Wison’s leg- 
islative lieutenant” gave the information, it may be inferred that 
these new influences are of a political character. Doubtless the 
“Inquirer's” jubilant spirit caused it to be somewhat indiscreet in 
giving vent to its satisfaction over the alluring prospect of having 
a Federal Reserve Bank in Philadelphia. 

Nothing could be more unfortunate for the new Reserve sys- 
tem than for it to fall under the just imputation that its course, at 
this early stage, is being shaped by political influence. 





THE MORGAN FIRM AND THE NEW HAVEN 
PROPERTIES 





HE dignified and effective reply made by Messrs. J. P. Mor- 

gan & Co. to the letter of inquiry addressed to the firm by 

Howarp Exniorr, president of the New York, New Haven 
and Hartford Railroad, in regard to the financial relations between 
the banking house and the road should go far toward silencing the 
criticisms so freely indulged in respecting these relations. It turns 
out that the Morgan firm instead of deriving enormous profits from 
financing the New Haven properties has profited to the exact ex- 
tent of $350,265.12. This was derived from transactions totaling 
$332,082,803, extending over a period of twenty years, and repre- 
sents an annual profit of about $17,500. 

Great banking-houses in New York are popularly supposed to 
be the embodiment of that malign and mysterious force which the 
politician conjures up to frighten the public. ‘They are believed to 
be “the money power,” executing sinister designs against the people 
and making enormous profits from these operations. Assertions to 
this effect are frequently made. They travel far and wide and are 
received as true statements by the majority of mankind who are 
ever ready to credit evil reports about banks and capitalists. The 
clear and definite statement made by Messrs. J. P. Morgan & Co. 
will perhaps receive less attention than the sensational reports that 
brought it forth, for the truth is always leaden-footed while lies 
speed on the wings of the wind. But the reply of the firm to the 
rumors so freely circulated will nevertheless have an excellent effect 
among thinking people, and it should serve to hearten other bank- 
ers s and large business establishments that have shown reluctance in 
repelling unjust attacks made upon them. 

As a rule the politicians and newspapers that thrive on arousing 
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popular clamor against capital and its real or supposed representa- 
tives confine themselves to general denunciations of “Wall Street’ 
and “the money power,” and it is not easy to make reply to these 
generalities. But when, as in this instance, specific assertions are 
made it is comparatively easy to show their falsity. 

This incident should serve to call attention to the fact that great 
railway and industrial enterprises must continue to employ the 
services of large banking-houses of established reputation and pow- 
er. Even governments cannot wholly dispense with such services, 
for there are times when “popular” loans fail to interest the public 
in sufficient numbers to meet urgent needs. Much less can railway 
or industrial enterprises afford to dispense with the help of large 
banking-houses having an established reputation and the connec- 
tions that enable them quickly to market a very large issue of secu- 
rities. Were they to try to get along without such assistance they 
might find themselves at critical moments in a very unpleasant sit- 
uation and unable promptly to obtain funds at a time when most 
needed. 

The fact is that these large financial houses really perform an 
important and almost indispensable service to the great railways 
and industries, to investors and to the public. Considering the ex- 
tent of this service, there appears no substantial evidence that it is 
overpaid. The Morgan statement clearly indicates the contrary. 
Certainly a frank detailed exhibition of the relations of this firm 
with the New Haven properties ought to serve a good purpose in 
removing any real ground for criticism of these relations and also 
tend to cause newspapers and others to be more careful hereafter in 
making assertions unsupported by facts. 





LEGISLATING AGAINST THE NEW YORK BANKS. 





ROM two widely different sources come statements to the effect 
that the new banking and currency law was aimed at the banks 
of New Yerk. Under the heading, “Palmer Hits New York 

Banks,” there was recently printed this newspaper dispatch from 
Pittsburgh: 

“Representative A. MirrcHE.i. PALMER, member of the House 
Ways and Means Committee, to-night discussed recent legislation 
‘efore the Li#Sbuxgh Chapter, American Institute of Banking, 
. > praise.*be new curr + law. He said: 

‘The enactment of the banking, and currency law will result 
more directly in enlarging opportunities of individuals in the busi- 
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ness world than any other change in our laws. It has broken the 
back of the money monopoly and will free the country from the 
domination of great interests that have centered in that reservoir 
for the moneys of the people—New York.’ ’ 

The solicitude of the Pennsylvania statesman for “the moneys 
of the people” is truly affecting. Now that these funds are to be 
taken away from the wicked banks of New York and placed under 
the stainless shield of politically-controlled concerns, his mind may 
be at peace. 

From the Far West comes further evidence of a like character, 
though more temperately put. Speaking before the Ad Club at 
Spokane, Washington, on February 18. W. D. Vincent, vice- 
president of the Old National Bank of that city, and one of the 
well-known and successful bankers of the Northwest, said: 





“The next thing after this panic-proof operation is in order will 
be the change in the currents of credit. Kverything now tends to 
New York. I believe that one of the intentions of the law was to 
decentralize or dehorn New York, and they have done it beauti- 
fully. A great deal of the business that is now done by Spokane 
through New York will eventually tind its center in San Francisco, 
and I don’t see, if the law continues without amendment, how it can 
work otherwise, so the direct trade current between here and New 
York will get into an eddy or whirlpool around our center here and 
around different centers throughout the United States.” 

As a considerable portion of Spokane’s tributary territory— 
the Inland Kmpire—is a cattle country, Mr. Vincent in employ- 
ing the word “dehorn” uses a native Jocution. He did not, we sup- 
pose, mean to imply that the banks of New York were possessed of 
the horns and the tail commonly ascribed to the Arch Enemy of 
mankind. ‘This conception of the New York banks doubtless pre- 
vails in political circles, but other bankers know better. 

These addresses made in widely-separated sections of the coun- 
try emphasize very clearly what is thought to have been a leading 
aim of the new banking and currency law. 

It is doubtful if the law will be of much importance 
in this respect. Legislative attempts to deprive New York 
of its commercial and financial power are likely to be 
futile, and for the very simple yet wholly sufficient rea- 
son that New York does not owe its commanding _ posi- 
tion so much to legislation as to its splendid natural location which 
has made it one of the world’s great. commercial and financial cen- 
ters. For Congress to attempt to change this condition by legisla- 
tion is ridiculous. 
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ARE THE CLEARING-HOUSES TO BE SUP- 
PLANTED BY THE FEDERAL RESERVE 
BANKS? 











NE of the features of the new Federal Reserve Act regarded 
with some apprehension by bankers is the following provision, 
found in section 16: 

“The Federal Reserve Board shall make and promulgate from 
time to time regulations governing the transfer of funds and 
charges therefor among Federal Reserve Banks and their branches, 
and may at its discretion exercise the functions of a clearing-house 
for such Federal Reserve Banks or may designate a Federal Re- 
serve Bank to exercise such functions, and may also require each 
such bank to exercise the functions of a clearing-house for its mem- 
ber banks.” 

This would seem to contemplate not only that each Federal Re- 
serve Bank may exercise clearing-house functions for its immediate 
members, but that the Federal Reserve Board may perform a sim- 
ilar service for other Reserve Banks or for all of them. 

Should this permissive provision of the Federal Reserve Act be- 
come operative, the effect would be, in time, to supplant the existing 
clearing-houses with the Federal Reserve Banks or the Federal Re- 
serve Board, thus displacing the clearing-house,-one of the most 
effective pieces of financial machinery evolved by American bank- 
ing experience. 

Of course, there is no question as to the possibility of devising 
auother piece of mechanism to do the work now done by the clear- 
ing-houses of the country, but it is a question whether any new 
mechanism can, for a long time at least, perform this service as 
efficiently as it is now being performed. 

Clearing-houses have grown out of the needs of the banks and 
are purely the product of experience. They have developed to a 
high degree of efficiency, not only in performing exchange func- 
tions but in other respects as well. Gradually they have assumed 
supervisory powers over the banks and have through the scrutiny 
exercised over their members contributed to throwing greater safe- 
guards around banking operations. This extension of clearing- 
house functions exhibited a phase of the tendency among banks to 
(evise methods for conducting their business as developed out of 
the needs which experience has brought to light. In fact, when 
the Federal Reserve Act was passed no careful student of Ameri- 
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can banking could have failed to observe the obvious fact that the 
clearing-house was gradually extending its activities in a manner 
that promised an early and complete remedy for the shortcomings 
in our banking system, so far as these were due to the banking 
mechanism. This development threatens to be arrested and pos- 
sibly superseded altogether by the activities of the Federal Reserve 
Banks and the Federal Reserve Board. 

It remains to be seen whether the intervention of Government 
into the direction of the banking machinery will be as efficient as the 
instrumentalities the bank themselves had developed out of their 
own experiences. 





RAILWAY PRESIDENT SPEAKS UP FOR 
HIS COMPANY 





AY: the annual shareholders’ meeting of the Pennsylvania Rail- 
road Company, held in Philadelphia, March 10, President 

SAMUEL REa in his address to the shareholders took occasion 
to deny most vigorously the charge that this company had attempt- 
ed to mislead the public and the Interstate Commerce Commission 
in regard to the company’s net earnings. He further said: 


“No serious public consideration is at present being given to the 
investors who have furnished the capital for all the railroads, and 
thereby provided the most substantial foundations for the past and 
present progress of the country, and without the prosperity of the 
railroads the country cannot prosper. 

“What is the present situation? The railroads are prevented 
from charging reasonable rates; they have sustained a serious loss 
in revenue; they are prevented from furnishing facilities so as to 
be prepared to meet the reasonable transportation needs; every 
occasion is being used to publicly discredit them; and the result 1s 
that there must be enforced economies. 

“If large numbers of railroad men and others depending on 
railroads for every character of supplies and work are out of em- 
ployment, and a general loss of confidence exists, and suspicion has 
been engendered, no attempt must be made to place this responsi- 
bility upon the railroad management. They have issued warnings 
and made petition for fair dealing, but without effect. The time 
has come when all fair-minded men, and investors as a whole, must 
individually and collectively insist on their State and Federal Sena- 
tors, Representatives and Government, that they are a part of the 
nation, entitled to at least fair consideration. 
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“This statement is not made to predict calamity, but it is made 
to prevent calamity, and because, heretofore, we have used our ef- 
forts to influence investors from asserting their rights, but we will 
no ionger occupy that position while every other interest in this 
country petitions for their own special welfare, and are having the 
benefits of legislative protection.” 

For so long “efficiency experts,” “statesmen,” “publicists,” 
“people’s champions” and others having like profound knowledge 
of railroading have gone on criticising the railroads without rebuke, 
that it is refreshing to hear from a practical railroad man like Pres- 
ident REA a spirited defense of his own well-managed property and 
of other railroads as well. 

Although the business of the country has slackened somewhat, 
the falling off in the net earnings of the railways is out of pro- 
portion to this lessened activity. For while in many instances gross 
earnings are higher, the ratio of net shows a tendency to steady and 
marked decline. Prices of the shares of even the best of the railway 
properties have gone down to the low point of depression periods. 

Already there is much talk, in Congress and elsewhere, favor- 
able to ownership and operation of the railways by the Govern- 
ment. Many of the present conditions indicate that there will either 
have to be a considerable reversal in the legislative attitude toward 
the railroads or that Government ownership is inevitable. This is 
a long leap, and one in which the exverience of other nations hardly 
affords a satisfactory guide. By many of our people public owner- 
ship and operation of the railways is regarded as an undesirable 
innovation. But unless there is some readjustment of present con- 
ditions that will enable the railways to establish a more satisfactory 
relation between income and ovigo, the railways themselves may in 
time come to regard this change—startling as it would be—as a 
welcome relief from existing uncertainties. 








EXPRESS COMPANY TO QUIT BUSINESS 





RIENDS of Government antagonism to business enterprise 
will no doubt find much satisfaction in the announcement that 
the United States Express Company is to retire from business 

and go into liquidation, on the ground that the company can no 
longer successfully compete for business with the extended parcels 
post system. 

No doubt some of the express companies have made large 

profits on small capital and their treatment of the public left a great 
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deal to be desired. ‘These facts tended to make the demand for a 
parcels post system irresistible. And the express companies, find- 
ing themselves hard hit by the intervention of the Government into 
their field, are not receiving much sympathy. It is contended by 
the express companies that the Government is not paying the rail- 
roads anything like the rate they are and that this enables the Gov- 
ernment unfairly to bid for business. 

Now that the express companies are under the Jurisdiction of 
the Interstate Commerce Commission, this would seem to afford the 
public the necessary protection both with regard to rates and 
service. 

Unquestionably the Government can absorb this branch of the 
‘arrying trade and put the express companies out of business: but 
the fact remains that before doing this it might be well to ascertain 
whether these companies do not render a special service which the 
Government is unable to supply. 


Complying With The New Banking 


Law 





Probable Operation of Reserve Section During First Year 


EREWILTH is a computation 
showing the probable practical 





on the thirty-six month period, because 
that time the reserve require- 
have reached a permanent 


after 
ments will 





operation of the bank reserve 
section provisions of the new Federal 
Reserve Act during the first year of the 
formation of the proposed Federal Re- 
serve Banks. It is based on a formula 
prepared for the New York “Times” by 
Representative Robert J. Bulkley of 
Ohio, who is a member of the House 
Banking and Currency Committee. 

On December 26 the “Times” print- 
ed an explanation by Mr. Bulkley of 
the probable operation of the bank re- 
serve provision of the new law at the 
expiration of the first three vears of the 
actual operation of the new banking 
system. That computation was based 


New York ‘“Times.”’ 


*From the 


basis. 

The present computation takes in the 
first twelve months following the off- 
cial announcement by the Secretary of 
the Treasury of the establishment of a 
Federal Reserve Bank, because that is 
the period on which banks entering the 
system will first focus their interest and 
attention. Should Secretary McAdoo 
be able to make his “official announce- 
ment” of “the establishment of a T'ed- 
eral Reserve Bank” as early as June 
15 next the period covered by the com- 
putation would be that running from 
June 15, 1914. to June 15, 1915. To 
be more exact, the computation by Mr. 
Bulkley would cover the second half of 
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the period, becatse it ‘assumes that 
the hanks subscribe half of their re- 
quired stock in the Federal Reserve 
Banks. and, under the terms of the 
Federal Reserve Act. the banks are 
allowed six months, after they are noti- 
fied, to pay in one-half of their total 
stock subscriptions. 

The computation shows in a general 
but most illuminating way what the re- 
sult of the reserve shifting might be 
during the first year of making the 
readjustment. Accurate predictions are, 
in the nature of the case, impossible. 
In the December computation it was 
predicted that practically all of the 
national banks would enter the new sys- 
tem and that few State banks would 
enter it at once. This forecast has been 
verified by the fact that up to February 
28, when all national banks were re- 
quired to have their applications for 
membership in the new system on file, 
all but twenty-eight of the grand total 
of 7.493 national tanks of the country 
had agreed to enter the Federal Re- 
serve hanking system. These banks 
represent 99.75 per cent. of the total 
national banking capital of the country. 
The twenty-eight which either refused 
or failed to enter were small banks, 
with a total of not more than £2,500,- 
000 for all of the twenty-eight. 


ra) 


ALL BANKS IN COMPUTATION 


ITH the known fact that 7,465 

national kanks have decided to 
enter the system the computation can 
be made more accurately than in De- 
cember. It is impossible to eliminate 
the twenty-eight banks that have not 
come into the system, and the compu- 
tation assumes that all national banks, 
including these twenty-eight, have en- 
tered. This was done because the elim- 
ination of the twenty-eight would not 
appreciably affect the general result, 
and heeause otherwise it would have 
been impossible to obtain exact figures 
as to the condition of the banks at this 
time as a basis for the computation. 


Another added element of accuracy is 
that there is now available the national 
bank call showing abstract of national 
bank conditions on January 18, based on 
returns filed by all these banks after the 
law was actually in effect, whereas the 
computation of December, printed in 
the “Times,” had to be based on a pre- 
vious hank eall. There are several as- 
sumptions in the computation that will 
be explained in this analysis, but some 
assumptions had to he made before any 
computation could be obtained. 

Mr. Bulkley was asked to prepare 
this computation because he had spe- 
cial supervision over the computations 
that were made for the use of the Con- 
ference Committee of the Senate and 
the House that finally whipped the 
Federal Reserve Act into the law as it 
stands to-day, and because he was the 
bank reserve expert of the House Bank- 
ing and Currency Committee. 

The Bulkley computation herewith 
presented indicates that during the first 
year of the readjustment the shifting 
of reserves that will be required by the 
law ought to be made with comparative 
ease. It indicates that neither of the 
three classes of national banks—the 
cvuntry hanks, the reserve city banks 
or the central reserve city banks—will 
have to do any rediscounting in order 
to make their subscriptions to stock in 
the Federal Reserve Banks, to maintain 
the required reserves, or to submit to a 
transfer of Government deposits from 
their own vaults into these of the Fed- 
eral reserve banks. It indicates that 
there will be a relatively large amount 
of funds in possession of the country 
banks. as compared with the central re- 
serve city banks, for expansion of loans. 
__The computation indicates what the 
situation would be at the end of the 
first vear after the changes, required to 
be made during the first twelve-month 
period, have been accomplished. Ac- 
cording to the showing the country 
banks would within that time contribute 
$29.821,060 of capital to the Federal 
Reserve banks; the reserve city banks 
would put in $18,435,000 of capital, 
and the central reserve city banks 
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SUMMARY OF THE PROBABLE RESULTS OF 

CURRENCY ACT. 

COUNTRY BANKS. 
Commercial deposits January 13, 1914. ...........26560424 ++ -B2,982,076,000 
Reserve required against same, 12 per cent...............5+4. 
Savings deposits: ......ccccccscccsccsvcscvcsesssscesesccveses 755,914,000 
Keserve required against same, 5 per cent............-.-+.00- 

Wetal PORCTVE VOMMIOE  a oc iosiccsccccisccccc cca cdesssenesccecsvcceseveses 
Deposit in Federal Reserve banks, 2-12ths of required reserve............... 
Capital and surplus January 13, 1914, $994,066,000; 3 per cent. subscription. 
United States deposits January 1S, 1914... ........ccccccccccccccccccccscees 


Withdrawals would be: 
2-5th from Central Reserve City Banks 
3-5th from Reserve City Banks 


Present balance with reserve agents 
Withdrawals 


Leaving balance of 








COOMMMERREERE GOONS 65. ciccceccecsccisecscseseseeoasevsesns $1,808,770,000 
Lese country bank Withdrawals ......200cccccccecccccesecsesee 78,015,000 
$1,730,755,000 

Reserve required against same, 15 per cent.................+4- 
EEE OEE oo occ cee i sisindcnscwsatareesens osarancsecenss $98,696,000 

Reserve required against same, 5 per cent.............eeeeeee 
EE OO DINO os :6nc ksi earn eannh esd bee ebek 40070 +406 %0010 
Deposit in Federal Reserve Banks; 3-15th of required reserve.............. 
Capital and surplus, $447,856,000; 3 per cent. subscription.................. 
PE A ID id Siew eter Kamen tespidssseewererecessedosensanesewe's 
PEE GORE OE TUNES THE. sn 5 dic cnc sitccceewsarredssvedveneae 
eR RS. OT INE TI nino nada bicec ts se nt enencdcesanbens onsen 
TING ie a5 55056650 0825666 a ed O HS besa Se sed ETEOCRCEC KS DEOES 
Ns SN ND wars xs code vena wiasadenedseeseea hen ddan su saa ae hese ame 
New requirements, 6-15tis Of required TEse4rve.........cscccccccescvescseccee 
NE 1555.9. gin'aiw te awk ea KG sea Seek de ne MARS NS Osea aa mea ea eee 


RDN oh che ctu once: hehe “gcse oe ea cinch sn ob ks op arcana ince s eomla BRale Gems ee 
UIE IN 5b ota inn 5's dice. chee nse WSs eess Nie eEbaNas opeea: 
I eS 6 cat SA las ca Ak a rat ane Seah cece ae PS all IE a Aa Ss de 

present Balances With Central Sescve GAGES. «.06.0:60.cccccecscisscccsesconss 
IS ire ou ee caraarathp eid Tee ase OSS WS BRN HAE Oe RED Te eRe ee 


$177,985,000 





THE OPERATIONS OF NEW 


$357,849,000 


37,795,000 


$395,644,000 
65,940,000 
29,821,000 
34,264,000 


$130,025,000 


$52,010,000 
78,015,000 


$130,025,000 
$524,688,000 
130,025,000 


$394,663,000 


$259,613,006 


4,934,000 


$264,547,000 
$52,909,000 
13,435,000 
33,626,000 


$99,970,000 
78,015,000 


$268,681 ,000 
105,818,000 


$162,863,000 


$162,863,000 
15,122,000 
$177,985,000 
$278,098,000 
15,122,000 


$262,976,000 
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CENTRAL RESERVE CITY BANKS. 
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Commercial deposits January 13, 1914..........000eee eee eeeee $1,579,645,000 
Withdrawals 
Country Bank ..........scccscscceccescccccees $52,010,000 
City Bank ........cseeeeeseeeeeccccerecneeeecs 15,122,000 
Tete: WENO onc obi icstisdenceeseasi 67,132,000 
LEAVING 2... cccccccccccccccccccccccsccccscccssscsccccecs $1,512,513,000 
Reserve required against same, 18 per cent............--...545 $272,252,000 
Savings GepOsits .......cccsccccrcccccccccccccccccesvescecens 1,244,000 
tesrev required against same, 5 per cent..............0eee eee 
Te COS I on iki cha ta dsc execcdsss cdcdenes i cecdecseates $272,314,000 
Deposit in Federal Reserve Banks; 7-18ths of required reserve.............. $105,896,000 
Capital and surplus, $348,195,000; 3 per cent. subscription.................. 10,445,000 
Uriited Siabes GeOORS onc ccc ccc ccccmccscccvccseseceseeesscececeeseeeeses 8,925,000 
Payment required for OWN ACCOUNE...........ceescccccescecccccceccees $125,266,000 
Payment required for account of Reserve Banks................2.00045 15,122,000 
Payment required for account of Country Banks...................24. 52,010,000 
Ser eet TT ree rrr Ter rT Tere Tere Te Tee eT Tee eT eT eer TT ee $192,398,000 
Present cash tetiines Sameney TE, DOIG. oissic ccs cicsc toss savesscssscsscseses $429,198,000 
New requirement; 11-18ths of required reserve...........ccccccccccccscees 166,418,000 
TONG iio dike cain datne ce ccasndedseseyas be edeee nese he seeesessenaeeenes $262,780,000 
ORE IS GIG aia 60 6 6660088 664 de 550 sds Sede sacadieanenssnnss 192,398,000 
POE NS s iccais.canceneesdad seeded cee teeR ROMS eRe TEE as $70,382,000 
RECAPITULATION. 
Total 
Banks. Capital. Reserve. U. S. Deposits. Payments. 
GIN sow iawniewan weds ame $29,821,000 $65,940,000 $34,264,000 $130,025,000 
INE: a dcadssaciewsaevesue 13,435,000 52,909,000 33,626,000 99,970,000 
ee, errr rrr 10,445,000 105,896,000 8,925,000 125,266,000 
WER a6iuetaskessdausee $53,701,000 $224,745,000 $76,815,000 $355,261 ,000 
HOW PAID. 
By Draft on 
Cash By Draft on Central Re- 
_ Banks. Payment. Reserve Banks. serve Banks. 
RE esd cbsciuan eoepaeserdses naedneen None $78,015,000 $52,010,000 
oe cag A ne SIGZ SES 000 8 nc cccccee 15,122,000 
NE NN surates bose heeie kuwne x cua ee De ~“~taidisete j werdevueee 
BIN tale caesapscetectwtonee deter $355,261,000 $78,015,000 $67,132,000 








would put in $10,445,000 of capital, 
making a total of $53,701,000 capital. 
Under the law no Federal Reserve Bank 
can be formed with less than $4,000,- 
000 capital. This total of $53,701,000 


is probably sufficient to provide for the 
creation of eleven or twelve Federal Re- 
serve Banks at the very start. 


The country banks would have to 
place with the Federal Reserve Banks 
approximately $65,940,000 of reserves, 
the reserve city banks would put up 
$52,909,000 of reserves with the Fed- 
eral Reserve Banks, while the central 
reserve city banks would contribute 
$105,896.000 to the new Federal Re- 
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serve Citv Banks, making a total of 
$224.745,000 of reserves put up with 
the Federal Reserve Banks by the na- 
tional banks of the country. 

On account of numerical superiority 
the country banks would furnish more 
than half the capital put into the Fed- 
eral Reserve Banks during the first 
twelve-month period. During the same 
period, the computation indicates, the 
national banks of the three central re- 
serve cities of New York, Chicago and 
St. Louis would contribute more than 
half of the reserves required to be 
maintained by the national banks in the 
Federal Reserve Banks. 


co 


DEPOSITS BY THE GOVERN- 
MENT 
HERE are now $76,815,000 of 


Government deposits in the nation- 
al banks on the showing of the last bank 
call. If these deposits are shifted by 
the Secretary of the Treasury from the 
national banks into the new Federal Re- 
serve Banks the total payment from the 
national banks to the Federal Reserve 
Banks would approximate $355,261,000 
in subscriptions, reserves and Govern- 
ment deposits. 

The computation indicates that the 
country banks would pay no cash, but 
that they would make their total pay- 
ment of $130,025,000 to the Federal 
Reserve Banks by making drafts on the 
reserve city banks for $78,015,000, and 
by making drafts also on the central 
reserve city banks for $52,010,000. But, 
according to the showing of the com- 
putation, the reserve city banks would 
put up in cash $162,863,000, they 
would not rediscount any and_ they 
would draw on the central reserve city 
banks for $15,122,000. However, the 


actual payment by the reserve city 
banks on “their own account” to the 
Federal Reserve Banks, will amount to 
only $99,970,000. 

The central reserve city banks of 
New York, Chicago and St. Louis, ac- 
cording to the showing of the computa- 
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tion, would put up in cash $192,398,- 
000, of which $125,266,000 would rep 
resent the payment on their own ac- 
count to the Federal Reserve Banks, 
while the balance of $67,132,000 would 
represent their payments on account of 
withdrawals by country banks to the 
extent of $52,010,000 and withdrawals 
by the reserve city banks to the ex- 
tent of $15,122,000. 


Assuming that $120,000,000 were 
withdrawn from the United States 


Treasury and put into the new Federal 
Reserve Banks, this being less than the 
approximate amount now carried from 
day to day in the Treasury that might 
under the new plan be deposited in the 
Federal Reserve Banks, the balance 
statement of the Federal Reserve 
Banks, under the showing of the Bulk- 
ley computation, would be: 


Pr eererrr eT ere 
ED: sn aibecece Mase Sek eens None 
(rarer 
TE ckseususcariecess sawaes $53,701,000 
RD © atch v'oma dae anon new ona 421,560,000 
rr rr er 


This would show a very large cash 
reserve against deposits, permitting not 
only all of the present loans now exist- 
ing in the country to stand exactly as 
they are. but also allowing a very large 
expansion of credit, because the reserve 
which the Federal Reserve Banks them- 
selves are required to hold and main- 
tain is to be only thirty-five per cent. 
of their deposits. 

On this showing the country banks 
would have in their own vaults about 
$120,000,000 more than required by 
law, and they would have balances with 
their reserve agents of *230,000,000 in 
excess of what they need to count as 
reserves. The reserve city banks would 
not have any excess cash, but they 
would have a deposit with reserve 
agents of about $157.000,000 more 
than they could count as reserves, while 
the central reserve city banks would 
have a free balance of $70,000,000. 

This indicates a considerable margin 
of lending power in the hands of the 
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banks without any resort to rediscount. 
Should the country banks, or the re- 
serve city banks, expand their loans 
they would have a greater demand for 
eash and would be obliged to set up 
higger balances than those here shown 
for the Federal Reserve Banks. This 
would probably cause a 
heavier draft against the national 
banks in the central reserve cities of 
New York. Chicago and St. Louis and 
would therefore reduce their free bal- 
ance. If it went to any considerable 
extent it might even compel some redis- 
counting. The banks would be in much 
easier shape and the requirements would 
he stifer for the reserve city banks. 


operation 


RESULTS OF PRACTICAL 
OPERATIONS 


HE computation, showing the prob- 

able practical operation of the 
hank reserve section and transfers of 
funds, necessitated by the new banking 
law during the first twelve-month pe- 
riod, is contained in the accompanying 
tables. 

The country banks on January 13, 
the date of the last national bank call, 
had net deposits subject to reserve re- 
quirements amounting to $3,738.090,- 
000. The Federal Reserve Act requires 
country banks to hold and maintain re- 
serves equal to twelve per cent. of the 
aggregate amount of their demand de- 
posits and five per cent. of their time 
deposits. The demand, or commercial 
deposits, on January 18, aggregated $2,- 
982,076,000 and twelve per cent. of 
this 4357,849.000. The savings 
deposits in country banks was $755,- 
914.000. and five per cent. of this was 
“37.795.000. The total reserve, there- 
fore. required of the country banks, on 
the basis ef the deposits’ showing of 
‘anuary 12 would be $395,644,000. 

The Federal Reserve Act requires the 
country banks, for a period of twelve 
months after the Secretary of the 


was 


l'reasury shall have officially announced 
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the establishment of a Federal Reserve 
Bank in any district, to establish and 
maintain two-twelfths of their required 
reserve in the Federal Reserve Banks. 
This two-twelfths amounts to $65,940,- 
000. 

The capital and surplus of the coun- 
try banks on January 13 was $994,066,- 
000, of which they would be required 
by the Federal Reserve Act to make six 
per cent. subscriptions to the stock of 
the Federal Reserve Banks, of which 
they would have to pay one-half, or 
three per cent., within six months after 
the Reserve Bank Organization Commit- 
tee issues its subscription call, follow- 
ing its designation of the cities in which 
the Federal Reserve Banks are to be 
organized and its fixing of the limits of 
the reserve banking districts. ‘The pay- 
ment by the country banks on account 
of their subscriptions to stock in the 
Federal Reserve Banks would, on the 
showing of the January 13 bank call, 
amount to about $29,821,000. 

The Federal Reserve Act not 
require, but leaves optional with the 
Secretary of the Treasury, the with- 
drawal or retention of Government de- 
posits in the national banks. In his dis- 
cretion the Secretary of the Treasury 
may draw out all or part of the Gov- 
ernment deposits from the national 
banks and place them in the new Fed- 
eral Reserve Banks. 

Assuming that the Secretary of the 
Treasury might transfer all these Gov- 
ernment deposits from the national 
banks into the Federal Reserve Banks, 
the country banks would have to make 
a payment of the total amount of Gov- 
ernment deposits they would have at 
the time of such transfer. On January 
18 the country banks had Government 
deposits aggregating $34,264,000. Some 
of this was money deposited by the 
Government to assist the banks in aid- 
ing the movement of the crops. Before 
the first of the Federal Reserve Banks 
are organized much of this will be paid 
into the Treasury. But if the coun- 
try banks were required to turn over 
all their deposits, on the basis of the 
January bank call, they might turn 


does 








over such deposits aggregating $384,- 
264.000. 

While it is not known whether the 
Secretary of the Treasury will require 
these deposits to be shifted into the 
Federal Reserve Banks, the computa- 
tion assumes that this will be done, for 
the purpose of ascertaining just what 
would be the showing under the severest 
possible conditions. On this basis the 
total payment to the Federal Reserve 
Banks by country banks—in deposits of 
two-twelfths of their required reserve, 
capital stock subscription, and Govern- 
ment deposits—would be approximately 
$130,025,000. 

The present balances, on the basis of 
the January bank call, of all the coun- 
try banks with the reserve agents, 
amounted to $524,688,000. This shows 
that they could make all of the pay- 
ments which the computation assumes 
would be required by the Federal Re- 
serve Act by drawing against their re- 
serve agents for $130,025,000, and still 
allow $394,663.000, or more than three- 
fourths of their total balances, to re- 
main on deposit with their agents. 

Records in the office of the Comp- 
troiler of the Currency for a period of 
years show that the balances carried by 
the country banks with reserve agents 
generally are about two-fifths in the 
central reserve banks in Chicago, New 
York and St. Louis, and three-fifths in 
the reserve banks in the other forty- 
seven reserve cities. On this basis about 
$52,010,000 would be withdrawn by the 
country banks from the central reserve 
and $78,015,000 would’ be with- 
drawn by the country banks from the 
reserve city banks. The country banks 
would be required to do no rediscount- 
ing in order to meet the requirements of 
the Federal Reserve Act. 

The showing for the requirements im- 
posed upon the national banks in the 
forty-seven reserve cities is also re- 
markably interesting. Like the country 


banks they would also not be required 
to ask for any rediscounting to meet the 
requirements of the Federal Reserve 
Act regarding reserves, capital sub- 
scriptions, or transfer of Government 
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deposits from the reserve city banks to 
the new Federal Reserve Banks. 

The commercial deposits of the re- 
serve city banks on the January 13 
bank call aggregated $1,808,770.000, 
and if $78,015,000 were withdrawn by 
the country banks that would leave so 
much less (in the reserve city banks) 
subject to reserve requirements. There- 
fore, the reserve city banks would have 
approximately only $1,780.755,000 in 
commercial deposits, against which they 
would have to maintain a reserve of fif- 
teen per cent., or $259.613.000. On 
January 13 the national banks in the 
forty-seven reserve cities had savings 
deposits aggregating $98,696,000, 
against which they would have to main- 
tain 2 reserve of five per cent., or $4,- 
934,000. So the total reserve—against 
both commercial and savings deposits— 
to be required of the reserve city hanks 
under the Federal Reserve Act would 
be $264.547,000. 


o 


THE. RESERVE CITY BANKS 


HE Federal Reserve Act would re- 

quire the reserve city banks to de- 
posit at least three-fifteenths of this 
required reserve in the Federal Reserve 
Banks for a period of twelve months, 
or $52,909,000 of the required reserve 
would be deposited in the Federal Re- 
serve Banks. The capital and surplus 
of the reserve city banks on January 13 
was $447,856,000, of which they would 
have to pay in three per cent., or 413,- 
435,000, as stock subscription to the 
Federal Reserve Banks. Assuming that 
the reserve city banks might also be re- 
quired to give up their United States de- 
posits, aggregating $33,926,000, under 
the January bank call, it would mean a 
payment of $99,970,000 on account of 
the reserve city banks to the Federal 
Reserve Banks. 

Since the country banks would have 
withdrawn approximately $78,015,000 
from the reserve city banks, this added 
to the $99,970,000, which the reserve 
city banks would have to pay on their 
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own account to the Federal Reserve 
Banks, would make a total of $177,- 
985.000 the reserve city banks would 
have to pay over to the Federal Reserve 
banks for themselves and on account of 
withdrawals by their country bank cor- 
respondents to enable the latter to meet 
their own payments to the Federal Re- 
serve Banks. 

The present cash holdings of the re- 
serve city banks on the basis of the 
Janvary 18 bank call aggregate $268,- 
681,000. The Federal Reserve Act 
would require these banks to hold and 
maintain six-fifteenths of the required 
reserve in their own vaults for a period 
of thirty-six months. The new six- 
fifteenths cash reserve requirement 
would be $105,818.000, releasing $162,- 
863,000 of money which the reserve 
city banks now hold in their own vaults. 
This cash release is $15,122,000 less 
than the total payments of $177,985,- 
000 to be made by the reserve city 


banks. On this showing the reserve 
city banks might draw upon _ their 
agents in the three central reserve 


cities of New York, Chicago and St. 
Louis for approximately $15,122,000. 
The present balances of the reserve 
city banks, on the basis of the January 
bank call, with their central reserve 
agents, amounts to $278,098,000, and 
if $15,122,000 were withdrawn from 
these central reserve agents, by the re- 
serve city banks, to enable the latter to 
meet their aggregate payment of $177,- 
985,000, the computation indicates that 
the reserve city hanks would still have 
a balance of about $262,976,000 re- 
maining with their central reserve 
agents. They would not be required 
to rediscount in order to meet the re- 
quirements of the Federal Reserve Act 
during the first twelve-month period. 
The central reserve city banks on 
January 13 had commercial deposits of 
*1.579,645.000, from which the with- 
drawals by country banks and by re- 
serve city banks would have to be de- 
ducted. The computation shows that 


the country banks would withdraw ap- 
proximately $52,010,000 and that the 
reserve city banks would withdraw ap- 
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proximately $15,122,000, making a to- 
tal of $67,132,000 in withdrawals, on 
the part of correspondent banks, leav- 
ing $1,512,513,000 of commercial de- 
posits. 


CENTRAL BANKS’ RESERVES 


GAINST these commercial deposits 

the central reserve city banks 
would be required by the new law to 
maintain a reserve of eighteen per 
cent., or $272.252,000. The central re- 
serve city banks likewise have savings 
deposits of $1,244,000 that will be sub- 
ject to a requirement of five per cent. 
under the new law, and this five per 
cent. would amount to $62,000, so that 
the total reserve required to be kept 
by the central reserve city banks 
against both commercial and savings de- 
posits would aggregate $272,314,000. 

The Federal Reserve Act would re- 
quire the central reserve city banks to 
deposit seven-eighteenths of this re- 
quired reserve in the Federal Reserve 
Banks. Such deposits of reserve in the 
Federal Reserve Banks would approxi- 
mate $105,896.000 on the showing of 
the last bank call. Besides, the central 
reserve city banks had a capital and 
surplus of $348,195,000 on January 13. 
Three per cent. of this, representing 
one-half of their subscription to stock 
in the Federal Reserve Banks, would 
be $10,445,000. Assuming that the 
central reserve city banks would give 
up their Government deposits, which 
were $8,925,000 on January 138, the to- 
tal payment, required to be made by the 
central reserve city banks on their own 
account to the new Federal Reserve 
Banks would approximate a total of 
#125,266,000. 

The payments which the reserve city 
banks would require them to make 
would be approximately $15,122,000, 
and the country banks would draw 
against the central reserve city banks 
for $52,010,000, which, with $125,266,- 
000 that the central reserve city banks 
would probably pay on their own ac- 
count, would give $192,398,000 as the 








454 


total payment te be made by the cen- 
tral reserve city banks of New York, 
Chieago and St. Louis. 

The cash holdings of the central re- 
serve city hanks under the bank call of 
January 13 amounted to #429,198,000, 
and the amount of reserve required un- 
der the new law. if the central reserve 
city banks deposit seven-eighteenths of 
their reserve in the Federal 
Banks, would be eleven-cighteenths of 
their required reserve which they would 


teserve 


carry in their own vaults, say 4166, 





THE BANKERS MAGAZINE 


418,000. Subtracting this from their 
eash holdings of $429,198.000 would 
release $262.780,000 of cash. 

The central reserve city banks could, 
therefore, pay $192,898.000 to the Fed- 
eral Reserve Banks for their own ac- 
count and for the account of the re- 
serve city hanks and for the country 
banks, and have a free balance of $70.- 
382,000 left. This is the showing of 
the computation without the require- 
ment of any rediscounting by the cen- 
tral reserve city banks. 


Commercial Paper Under The Federal 
Reserve Act 





S the time approaches for putting 
Au Federal Reserve Banks in op- 
eration it becomes necessary to 
get an idea of just what is meant by the 
term “commercial paper’ as used in the 
new law. The banking theorist who has 
fomiliarized himself with FEurepean 
banking practices can give a glib defini- 
tion at any time offhand, and it wou!'d 
seem that this theoretical definition was 
accepted by the framers of the new bill. 
They apparently had the notion that 
statutes do not define customs but es- 
tablish them. 


Now that the time appreaches f 


:;or 


operating the new banks it is seen that 
some note must be taken, after all. of 
established business customs, which are 
not to be upset in a day without caus- 
ing great confusion and business dis- 
turbance. 

In defining the “commercial paper” 
member 
banks and for rediscounting by Fed- 
Banks the 
bankers are necessarily of much weight. 
The views of the New York and Phila- 
Associations 


eligible for discounting by 


eral Reserve opinions of 


Clearing-House 


delphia 


are set forth below 


New York Clearing-House Views 


LBERT UH. WIGGIN, president 

of the National Bank, 
made public the reply of 
the New York Clearing-House Associa- 
tion to the communication of the Re- 
serve Bank Organization Committee, re- 
definitions of commercial 


Chase 
recently 


questing 


paper eligible for rediscount under pro- 
visions of the new currency law. Mr. 
Wiggin is chairman of the clearing- 
house committee. which has been con- 
sidering the question. It is suggested 
that the old practice on the part of 
merchants of using promissory notes 
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should not be replaced too abruptly by 
the proposed acceptance system; and 
with the view of encouraging the use 
of the latter kind of paper, it is rec- 
ommended that the Reserve Board es- 
tablish a difference in discount rates, 
favoring such paper. 

The letter of Mr. Wiggin argues 
against the exercise of clearing-house 
functions by the Federal Reserve 
Banks, and points to the necessity of 
the retention of existing local clearing- 
houses, particularly inasmuch as many 
of the State institutions have not, and 
may not, hecome members of the Fed- 
eral reserve system. 

“The attitude of the New York 
Clearing-House Association,” said Mr. 
Wiggin, “is te assist in every way in 
making the new currency law a success, 
and to so define commercial paper that 
the intent of the bill to make the new 
circulation both safe and elastic may be 
carried out, and at the same time that 
present customs and use of notes in 
commercial business will ke recognized, 
and the upsetiing of present business 
methods avoided.” 


© 
FULL TEXT OF LETTER 
OLLOWING is the full text of Mr. 
Wiggin’s letter, addressed to M. C. 


Elliott, secretary of the Reserve Bank 
Organization Committee: 
“Dear Sir:— 

“Your letter of the sixth instant, ad- 
dressed to the president of the New 
York Clearing-House Association, was 
submitted by him to the clearing-house 
committee for their attention. 

“We have given careful consideration 
to the inquiries put by the Resreve 
Bank Organization Committee as set 


forth in your letter, and duly appreci- 
ate the importance of arriving at such 
d:tnition of the character of paper 
clicihle for discount by the Federal Re- 


f 


Banks as shall meet the require- 
of the business of the country in 
re t of providing an elastic and 
currency, and, at the same time, 


provide a definite measure of security. 

“It is obvious that what the Organ- 
ization Committee desires is not so 
much a_ technical, however accurate, 
definition of ‘commercial paper, or 
‘commercial transactions,’ or “‘commer- 
cial purposes,’ as the same may be un- 
derstood in the general sense by bank- 
ers or lawyers, but an expression of 
views as to how the Federal Reserve 
Board, acting within the powers con- 
ferred upen it by the Federal Reserve 
Act. shall ‘determine or define what 
shall be treated as commercial paper,’ 
eligible to discount. in order to carry 
out the true purpose of the act. 

“The terms ‘commercial transactions’ 
and ‘commercial purposes,’ in their 
broadest sense, would cover any trans- 
action and any purpose connected with 
commerce. _Commerce is not confined 
to the buying, selling or bartering of 
commodities, but is a term of large 
significance and. as was said by Mr. 
Justice Harlan, of the United States 
Supreme Court, ‘comprehends traffic, in- 
tercourse, trade, navigation, communi- 
cation, the transit of persons and the 
transmission of messages by telegraph 
—indeed every species of commercial 
interccurse which is carried on between 
man and man.’ 

tt 


PURPOSE OF THE FEDERAL 
RESERVE ACT 


667 HE purpose of the Federal Re- 
serve Act is primarily ‘to furnish 
an elastic currency, to afford means of 
rediscounting commercial paper.’ That 
it was not intended that all paper that 
might by strict construction come within 
the general definition of commercial 
paper should be eligible for discount at 
a Federal Reserve Bank is made clear 
by the provisions of section thirteen of 
the act, and especially by the clause ex- 
cluding ‘notes, drafts or bills covering 
merely investments, or issued or drawn 
for the purpose of carrying or trading 
in stocks, bonds or other investment 
securities, except bonds and notes of the 
Government of the United States,’ 
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“It is unnecessary, therefore, to at- 
tempt to define commercial paper in its 
broadest sense. A fundamental require- 
ment is that the paper shall be used not 
only in connection with the commerce 
of the country, but that it shall be eith- 
er directly used in the purchase of com- 
modities or that the proceeds shall be 
intended to be so used, so that it will 
have the presumptive security of the 
commodities, or the avails of a resale 
thereof, back of it. 

“The custom in this country of sell- 
ers of commodities granting discounts 
for what are known as cash payments 
has resulted in the practical abandon- 
ment of former trade methods whereby 
the purchaser gave his note to the or- 
der of the seller in completion of the 
transaction, and in the establishment of 
the practice of bank borrowings by 
purchasers for the procurement of 
funds with which to discount their bills. 

“Although such practice could not 
well be discontinued abruptly. never- 
theless we deem it a matter of the ut- 
most importance that there should be a 
general restoration of the former con- 
ditions in this respect. 

“The use of acceptances abroad is a 
prime factor in the open discount mar- 
ket and a similar system should prevail 
in this country. The purpose of issue 
of that class of paper is apparent on 
its face; and as it retires itself auto- 
matically it is an efficient aid in making 
an elastic circulation. It is evident 
from the language of the Federal Re- 
serve Act that the advantages of this 
system were appreciated, and we urge 
that every legitimate effort be made 
to encourage its general adoption. One 
aid to that end that suggests itself is 
the establishment of a difference in 
rates by the Federal Reserve Banks 
which would favor commercial paper of 
the class referred to. 

“In the meantime, we realize that ex- 
isting conditions must govern in the de- 
termination by the Federal Reserve 
Board of the character of paper that 
shall be eligible to discount by the Fed- 
eral Reserve Banks. Having in mind 


the essential requirement of approxi- 
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mately liquid, or quickly marketable as- 
sets, presumptively back of the paper, 
and the limitations expressed in the act 
and its general purposes, we would sug- 
gest that promissory notes of each of 
the above mentioned classes, to be so 
eligible for discount, may be defined as 
follows: 

(a). A written instrument, negotiable in 
form, made by a merchant or manufacturer, 
or a corporation engaged in either of such 
occupations, whereby the maker contracts 
to pay, at some fixed or determinable fu- 
ture time, a definite sum of money stated 
therein, for the procurement of funds to be 
used in payment for goods, wares or mer- 
chandise intended for resale in some form, 
but not in the form of real property, and 
not merely for investment; and which shall 
bear the endorsement of the payee; and 
which has not been issued for the purpose 
of carrying or trading in stocks, bonds or 
other investment securities; and which shall 
have a maturity in conformity with the re- 
requirements of the Federal reserve act. 

(b). A written instrument, negotiable in 
form, whereby the maker contracts to pay, 
at some fixed or determinable future time, 
to the order of some merchant, manufac- 
turer, farmer, dealer in live stock or agricul- 
tural products, or mine owner, or a corpo- 
ration engaged in any such occupation, a 
definite sum of money stated therein, rep- 
resenting in whole or in part the purchase 
price of goods, wares or merchandise pur- 
chased by the maker from the payee and 
intended for resale in some form, but not 
in the form of real property, and not mere- 
ly for investment; and which shall bear the 
endorsement of the payee; and which shall 
not have been issued for the purpose of car- 
rying or trading in stocks, bonds or other 
investment securities; and which shall have 
a maturity in conformity with the require- 
ments of the Federal reserve act. 

(c). A draft or bill of exchange for the 
purpose of the act, may be defined as: 

An unconditional order in writing ad- 
dressed by the merchant, manufacturer, 
farmer, dealer in live stock or agricultural 
products, or a mine owner, or a corporation 
engaged in any such occupation, to another 
person or corporation, signed by the per- 
son or corporation giving it, requiring the 
person or corporation to whom it is ad- 
dressed to pay, at a fixed or determinable 
future time, a sum certain in money to or- 
der, and which shall have been accepted by 
the drawee, and shall have been drawn for 
the purchase price of goods, wares or mer- 
chandise sold by the drawer to the drawee 
and intended for resale in some form, but 
not in the form of real property, and not 
merely for investment; and shall not have 
been issued, drawn or accepted for the pur- 
pose of carrying or trading in stocks, bonds 
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or other investment securities; and which 
shall have a maturity in conformity with 
the requirements of the Federal reserve act. 

(d). The usual and customary form of 
notes, drafts and bills of exchange which 
are directly secured by staple agricultural 
products, or other goods, wares or mer- 
chandise; and such as have been issued or 
drawn for the purpose of purchasing or of 
carrying or trading in bonds or notes of 
the Government of the United States, and 
which shall have a maturity in conformity 
with the requirements of the Federal re- 
serve act. 


“The next question to consider is as 
to how the banker is to determine the 
qualifications of the maker of the note, 
or the drawer of the draft or bill of 
exchange, and as to whether or not the 
paper is to be used for the purposes 
hereinabove specified. Although the re- 
quirement of endorsement by member 
banks seeking rediscount carries with 
it a contingent liability measured by 
the amount loaned thereon by the Fed- 
eral Reserve Bank, nevertheless it 
would obviously be placing too great 
a burden upon the member banks to re- 
quire them to assume any other respon- 
sibility for all of these facts. We sug- 
gest. therefore, that a standard form of 
promissory note and draft or bill of ex- 
change should be prepared which will 
contain representations on the part of 
the maker, and in some cases also of 
the payee, of the note, and of the 
drawer of the draft or bill of exchange, 
to cover these requirements, and that 
some penalty shall be provided by law 
for any false statement in these partic- 
ulars. 


oF 
FORMS SUGGESTED 


66 E would suggest, merely by 
way of illustration, the follow- 
ing forms: 
FORM NO. 1. 
Bicrcc OO Bis csc cteces 1.. 


: after date, the undersigned, 
alue received, promise to pay to...... 
OF O08ER 8... 00ssen0es dollars. The 


rsigned represents that (he, she or it) 
(merchant or manufacturer, as_ the 
nay be) and that this promissory note 
cn for the procurement of funds to 
ed in payment for goods, wares or 
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merchandise intended for resale in some 
form, but not in the form of real property, 
and not for investment nor for the purpose 
of carrying or trading in stocks, bonds or 
other investment securities. 


FORM NO. 2. 


Se 191.. 


after date, the undersigned, 
for value received, promise to pay to...... 
naieed or order, at............dollars. The 
undersigned and the above-named payee 
each represents that the said payee is a 
(merchant or manufacturer or farmer, etc., 
as the case may be) and that this promis- 
sory note is given for goods, wares or mer- 
chandise purchased by the maker from the 
payee, and intended for resale in some 
form, but not in the form of real property, 
and not for investment nor for the purpose 
of carrying or trading in stocks, bonds or 
other investment securities. 


FORM NO. 3. 
2 ere i... 


isnbeneaes days after pay to 
OE OF vesadesvexcasncn dollars, value 
received, and charge the same to the ac- 
count of the undersigned, who represents 
that (he, she or it) is a (merchant or man- 
ufacturer or farmer, etc., as the case may 
be) and that this bill of exchange has been 
drawn for the purchase price of goods, 
wares or merchandise sold by the drawer 
to the drawee and intended for resale in 
some form, but not in the form of real 
property, and not for investment nor for 
the purpose of carrying or trading in 
stocks, bonds or other investment securities. 


We PE Sean sbaednidkomen 


“It may be urged that borrowers 
mingle their funds and ought not to be 
held accountable, therefore, for the 
strict application to the purpose speci- 
fied of the particular moneys borrowed 
upon paper of the character designated. 
There are three answers to this: One 
that the provision for penalties may be 
directed towards the intent at the time 
of the issuance of the paper; two, that 
inasmuch as it is necessary, in order to 
carry out the true purposes of the law, 
that commodities or their avails should 
actually be back of the rediscounted 
paper, merchants, manufacturers, etc., 
should be required to limit their use of 
paper of this character to the strict 
application to the purposes therein set 
forth, and should make a division of 
their funds and accounts accordingly; 








because, three, they can borrow for 
other legitimate purposes without mak- 
ing the representations required. 


co 
CLEARING-HOUSE FUNCTIONS 


ee HE subject of the exercise by the 

Federal Reserve Board of the 
functions of a clearing-house for Fed- 
eral Reserve Banks, and the exercise of 
like functions by the Federal Re- 
serve Banks for their member banks, is 
one requiring careful study. The prac- 
tical questions that enter its solution are 
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manifold. The necessity for prompt 
notice of dishonor of repudiated items 
in order that the parties interested may 
not suffer by delay, the tremendous 
amount of business cleared every day, 
and the fact that many State institu- 
tions are not and may never become 
members of the Federal Reserve system, 
point to the necessity of the retention of 
the existing local clearing houses. 
Whether or not in the future condi- 
tions should so change that these in- 
stitutions could be made departments 
of the Federal Reserve Banks is some- 
thing that ust await developments for 
its determination.” 


Views of the Philadelphia Clearing-House 


From a report on the same subject, 
prepared by a committee of the 
Philadelphia Clearing-House, we quote: 
“Tt would seem that the framers of 
the Federal Reserve Act when writing 
section thirteen, wherein provisicn: is 
made for ‘the discount by a Federal Re- 
serve Bank of notes, drafts and bills of 
exchange arising out of commercial 
transactions’ had in mind notes, drafts 
and acceptances given or taken in set- 
tlenent for goods or merchandise sold 
and delivered. Paper of this kind ex- 
isted in large quantities some years ago 
when business was done largely on 
what was known as ‘trade paper,’ that 
is, the giving of notes by the buver to 
the seller. 

“In Europe settlements between the 
buyer and seller are made largely by 
the use of acceptances, but in the gen- 
eral evolution of business methods in 
this country, ‘trade paper’ has given 
place to ‘book accounts,’ and accommo- 
dations are now chiefly extended by 
banks to business concerns by discount- 
ing the promissory notes of the bor- 


rower. 

“Firms and corporations doing a 
large business have found it desirable 
at times to avail themselves of the 
broad market for commercial paper 


through note brokers, and with the pro- 
ceeds derived from the sale of their 
obligations through these channels are 
enabled to enlarge their business opera- 
tions and anticipate their bills for mer- 
chandise, thus securing trade discounts, 
which not only is profitable to them, but 
also maintains and improves their credit. 
A large amount of paper created for 
these purposes is now held by banks 
throughout the United States, having 
been discounted directly for their cns- 
tomers or purchased through note 
brokers. Some of this paper, particu- 
larly in the case of corporate notes, 
bears personal indorsements, — but 
whether bearing such indorsement or 
not, is generally known as single name 
paper. 

“A comparatively small amourt of 
paper of the description which a strict 
interpretation of the law might be con- 
strued to define is available in this 
country to-day. Generally such paper 
is not of the best, for the reason that 
business firms and corporations of the 
highest standard will not give a note in 
settlement of an account, but prefer, by 
the use of their own credit, to take ad- 
vantage of trade discounts, and the 
seller who to-day exacts settlement by 
note or draft cannot command the best 
trade. 
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“Tt is doubtful if the business inter- 
ests of this country can be made to 
change the method which has so long 
prevailed in the selling of merchandise 
on open accounts, and go back to that 
of their fathers of exacting a note or 
draft in settlement of the sale of their 
merchandise or products. In any event, 
should this change take place, it will re- 
quir considerakle time to make it gen- 
eral in its operation. It would, there- 
fore, seem desirable and necessary for 
the Federal Reserve Board to give a 
broad interpretation to the term ‘com- 
mercial paper,’ especially during the 
period that the banks and business cum- 
munity are adjusting themselves to the 
new conditions created by the Federal 
Reserve Act. 

“One of the strong claims of the ad- 
vocates of commercial paper as security 
against an issue of notes, has been the 
fluidity of commercial paper. the idea 
being that by the time the note issued 
has matured, the merchandise which it 
represented would have been sold and 
the proceeds thus obtained would Jiqui- 
date the note. The experience of banks 
buying single name commercial paper 
has shown that a very small percentage 
indeed of such paper is not paid at ma- 
turitv. It has therefore been demon- 
trated that such paper, wisely selected, 
possesses the necessary fluidity to serve 
as security against a note issue, particu 
larly when endorsed by a member bank, 
and therefore should be acceptabie to 
the Federal Reserve Board. Creat 
care, however, should be exercised by 
the Federal Reserve Board in not per- 
mitting too free an issue of currency 
against single name paper, which might 
be issued not against a legitimate com- 
mercial transaction, or the proceeds of 
which have not been used or will not 
be used for such purposes. If this care 
is not exercised there is grave danger 
of inflation. 

“In order to place a check upon too 
free an issue of single name commercial 

‘per and its rediscount to obtain notes 

m the Federal Reserve Bank: the 

deral Reserve Board might require 

it all single name paper, to be eligi- 


7) 


ble for rediscount, must be registered at 
the Federal Reserve Bank or brarch in 
the district where the drawer’s busi- 
ness is located, and be accompanied by 
an affidavit of the drawer that the 
paper offered for registration had been 
‘issued or drawn for agricultural, indus- 
trial or commercial purposes, or the »ro- 
ceeds or which have been used, or are 
to he used, for such purposes,’ together 
with a statement giving such'details of 
their condition as may be required by 
the Federal Reserve Board. 

“Any Federal Reserve Bank or 
branch should be permitted to decline to 
register any paper presented to it for 
that purpose, provided that in the opin- 
ion of the management the firm or cor 
poration offering it have registered al- 
ready as large an amount of paper as 
they are entitled to in view of the state- 
ment which they submit. Fach branch 
of a Federal Reserve Bank should be 
required to send a daily transcript to 
the parent bank of the name, amount 
and maturity of all paper registered by 
it, but such Federal Reserve Bank 
should likewise be required to submit 
daily a transcript to every other led- 
eral Reserve Bank of all paper which 
it or its branches had registered, and 
likewise notify its branches cf adviers 
of such paper, which it has received 
from other Federal Reserve Banks. 

“If a system of such daily reports is 
established every Federal Reserve Bank 
and its branches which have registered 
single name paper offered for discount, 
would be informed as to the amount of 
such paper outstanding. If this re- 
quirement of registration was placed 
upon single name paper in order to 
make it eligible for discount, it would 
ultimately result in most of the paper 
of this description being so registered, 
which would be a great advantage, not 
only to the Federal Reserve Banks but 
to the member banks, and piace a 
wholesome restraint upon the issue of 
paper of this description.” 


It will be interesting to compare the 
views set forth on this important mat- 
ter by the clearing-houses of New 





York and Philadelphia. When reperts 
come in from western and southern 
clearing-honses it will probabiv be 
found that the difficulty of making any 
sudden change in present practices will 
be fully shown. 

The last report of the Comptroller of 
the Currency showed that the national 
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tanks had time loans on single-name 
paper witheut other security amounting 
to $773,791,174, and if all the single- 
name paper were included the amount 
would be considerably larger. Probably 
the State banks hold an even greater 
preportion of their loans in this class 
of pener. 


Banking and Commercial Law 





CASE COMMENT AND REVIEW 





‘** Blue-Sky ”’ Legislation 


N their endeavor to right the many 

wrongs from which the body poli- 

tic suffers, well intending but mis- 
guided legislators frequently defeat 
their own ends. They legislate first and 
reason afterward. The illness seems so 
severe that drastic medicine is needed, 
and an overdose results. 

One of the crying evils of the day 
is the bogus investment. Humanity is 
weak when it sees “easy money.” Be- 
cause one man struck oil, all would 
strike oil; the discovery of one rich 
mine cheers multitudes who would make 
a like discovery. And if one carnot be 
the chief, then a place in the ranks 
suffices, and stock ownership follows. 

Probably seven out of every ten es- 
tates show worthless securities in the 
inventory. The pictures and prospec- 
tuses and promised profits are so allur- 
ingly persuasive that the man who can 
least afford to venture plunges in where 
angels would fear to tread, and disap- 
pointment follows. To curb the evils 
of unwise investment, and save the 
people from themselves, lawmakers in 
many States have decreed that all secu- 
rities offered in the commonwealth must 
pass the test of a censcrship—a very 


commendable plan. By some accident 
of fate the nomenclature of “Blue Sky 
Laws” has been given such endeavors, 
the scheme originating in Kansas, fol- 
lowed by like legislation in Michigan, 
Arkansas, Oregon, the Dakotas, West 
Virginia, Missouri and Vermont, and 
in modified form in Ohio. 

The trouble was (as often obtains in 
such attempts) that the lawmakers went 
too far and embraced everything that 
looked like a bond or stock, and put 
the good, the bad and the doubtful un- 
der the ban of such unconstitutional re- 
strictions as to nullify their own acts. 

Bond dealers and banks operating 
bond departments quickly realized the 
importance of these laws and through 
the Investment Bankers Association 
challenged the constitutionality of these 
laws, and a decision in the District 
Court of the United States for the 
Eastern District of Michigan, rendered 
January 28, 1914, puts a few clouds in 
the “blue sky” that promise ill for the 
entire scheme; for the court holds the 
act, so far as Michigan goes, is uncon- 
stitutional and void as to its entirety. 
The opening paragraph of the decision 
is a forceful criticism of the well- 
intended but unwisely wrought “blue 
sky” legislation. 
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And unless the laws of other States 
are very much different from that of 
Michigan, all the “blue sky” legisla- 
tion will have to be gone over again 
and passed in a much modified form if 
it is to stand the test of the courts. 
This decision is the severest blow such 
lawmaking has had; and it is both a 
court ruling and a warning to all who 
would cure financial ills by law. 





Leading Case of the 
Month 





The Michigan ‘‘ Blue-Sky 


Law ”’ Unconstitutional 
Unirrp Srates Court 
District Court of the United States for 


Eastern District of Michigan, 
January 28, 1914. 


ALABAMA AND NEW ORLEANS TRANSPORTATION 
COMPANY, CONTINENTAL AND COMMERCIAL 
TRUST AND SAVINGS BANK, N. W. HALSEY & 
CO., H. L. HIGGINSON ET AL, A. B, LEACH ET 
AL VS. EDWARD H. DOYLE, JOHN W. HAARER, 
GRANT FELLOWS (MEMBERS MICHIGAN SECU- 
RITIES COMMISSION ). 


O* motion for preliminary injunction 
against the members of the Michi- 
gan Securities Commission, to prevent 
the exceution of Michigan Public Act 
No. 148, of 1918 (the Blue Sky Law). 
Heard before Denison, Circuit Judge, 
and and Tuttle, District 
Judges, under § 266 of the Judicial 
Code, as amended March 4, 1913. 


% 


THE 
PART) 


PER CURIAM: We take judicial 
notice of the common understand- 
ing that this “Blue Sky Law was in- 
tinded to stop the sale of stock in fly- 
by-night concerns, visionary oil wells, 
{stant gold mines and other like fraud- 
ut exploitations.” If just this intent 

! been carried into effect by the act 
passed, these cases would not be 


Sessions. 


OPINION OF COURT (IN 
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here; but scrutiny of the law discloses 
additional and very different effects. It 
is not confined to corporations, but cov- 
ers partnership issuing, and individuals 
dealing in, securities; it does not relate 
alone to stocks, but as well to bonds, 
mortgages and promissory notes; it is 
not limited to investment companies, as 
that term would ordinarily be defined, 
but extends the definition so that it may 
include most of the private corpora- 
tions and partnerships in the United 
States; it does not cover fraudulent se- 
curities merely, but reaches and _ pro- 
hibits the sale of securities that 
honest, valid and safe; it does not 
simply protect the unwary citizen 
against fraudulent misleading, but it 
prevents the experienced investor from 
deliberately assisting an _ enterprise 
which he thinks gives sufficient promise 
of gain to offset the risk of loss, or 
which, from motives of pride, sympathy 
or charity, he is willing to aid notwith- 
standing a probability that his invest- 
ment will prove unprofitable. 

Of course, not all of these results al- 
ways follow; but they always may, and 
sometimes will. Take concrete in- 
stances. A merchandizing partnership 
cannot borrow additional capital from 
its home bankers on long time notes 
(over nine months) unless the commis- 
sion approves. If a timber company is 
insolvent, no one can deal in its first 
mortgage or underlying bonds, though 
these bonds are perfectly good, are not 
in default and not likely to be; nor 
can the commission permit such deal- 
ing if it would. <A successful automo- 
bile or furniture company may not in- 
crease and sell its capital stock, save 
by the commission’s approval, and if 
such a company has not been success- 
ful and the commission thinks it is not 
likely to be, the company must liqui- 
date—it will not be permitted to get 
new capital. 

If a company is organized to make 
and sell a new invention, and if the 
commission thinks the enterprise will 
not succeed, the stock may not be sold, 
even to skilled bankers who have in- 
vestigated thoroughly and still desire 


are 
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to buy. If, through lecal pride or in 
the effort to save an existing invest- 
ment or for any indirect benefit to 


come, the citizens of a town wish to 
take stock or bonds in a local company, 
though knowing they are likely to lose 
their investment and being willing to 
take the chance, vet they may not; this 
law forbids. 
With the economic wisdom of such a 
law, this court nothing to do; all 
considerations are for the legis- 
lature (MeLean vs. Arkansas, 211 U. 
S., 539; C. B. & Q. R. Company vs. 
MeGuire, 219 U. S., 549). The gener- 
ally laudable and remedial purposes of 
the act are to be granted; but in en- 
deavoring to make it so all-embracing 


has 


such 


as they thought wise, its drafts nen, as 
we are forced to conclude, disregarded 
fundamental limitations imposed by the 
Federal constitution. We reach this 
result fully recognizing the rule that a 
court must not make such a decision on 
any evenly kalanced or doubtful con- 
siderations, but must be clearly satis- 
fied of the law’s invalidity; and we pro- 
ceed to state the reasons which compel 
our conclusions. 


first, to recite the sub- 
By its title it purports 


It is necessary, 
stance of the law. 
to 

“Define and provide for the regulation 
and supervision of foreign and domestic in- 
vestment companies, their agents and other 
persons, corporations and associations, sell- 
ing the stocks, bonds or other securities is- 
sued by such investment companies; to pro- 
tect the purchasers of the stocks, bonds or 
other securities issued by such investment 
companies; and to prevent fraud in the sale 
thereof; to create a commission to admin- 
ister the provisions of this law; and to pro- 
vide penalties for the violation thereof.” 

“It then defines an investment company, 
foreign or domestic, as including every cor- 
poration, co-partnership, Company or asso- 
ciation, which shall, either by itself, or 
through others, sell or negotiate for the 
sale, in Michigan, of any stocks, bonds or 
other securities issued by it. Excepted from 
this definition of investment companies are: 
municipal corporations, banks, trust com- 
panies, building and loan associations and 
corporations not for profit. Exempted from 
the ‘stock, bonds or other securities’ af- 


fected by the act are: commercial paper 
running less than nine months; the securi- 
ties of quasi-public corporations, the issue 
of which is regulated by any public ser- 
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vice commission; and real estate mortgages 
where the entire mortgage is sold with the 
notes secured thereby (ordinary trust mort 
gage bonds remaining within the act). ‘The 
State Banking Commissioner, the State 
Treasurer and the Attorney General are 
constituted a ‘Securities Commission.” 

“No investment company shail offer to 
sell any of its securities until more than 
thirty days after it has filed witn the Com 
mission tull data regarding itself and_ its 
secuuiities, and paid to the Commission on 
tenth of one per cent. (with a maximum of 
$100) upon the face value of the securities 
for the sale of which permission is sought. 
* * * If the Commission finds that the 
investment company is not solvent, or that 
its organization or plan of business is not 
fair, or that its proposed contracts or other 
securities are fraudulent or of such a na- 
ture that their sale would, in all probability. 
work a fraud upon the purchaser, or finds 
that such securities are of such a nature 
and character as would, in all probability, 
result in loss to the purchaser, then the sale 
thereof is to be permanently — prohibited 
* * * A ‘dealer’ is defined as any per- 
son, firm, co-partnership, corporation or as- 
sociation, not the issuer, who shall sell or 
offer for sale any of the securities issued by 
any foreign or domestic investment com- 
pany within the act, or who shall profess 
or engage in the business of such selling; 
but the definition does not inelude the 
owner of such securities who is not the is- 
suer, but who, for his own account, sells 
them, but the owner so selling is excluded 
from the class of ‘dealers’ only if ‘such sale 
is not made in the course of continued and 
successive transactions of a similar nature. 

“Dealers must be registered with the 
Commission, pay a registration fee of $50, 
furnish all requested information and _ file 
and maintain lists of their authorized agents 
(at $3 each). No dealer shall offer for 
sale any securities unless the issuing invest- 
ment company has complied with the law. 
or unless the dealer himself furnishes the 
information which would have been re- 
quired from the investment company. In 
no case can any issue and sale be made of 
the stocks, bonds, contracts or commercial 
paper covered by the act until thirty days 
have elapsed after the application and data 
are filed with the Commission, after which 
time, lacking objection by the Commission, 


the prohibition expires, and the sale is 
(tacitly) approved.” * * * 
This law is now attacked in five 


cases which, for the purpose of this mo- 
tion, have been consolidated. * * * 
The objections urged against the act 
are: (1) that it deprives plaintiffs of 
their property in violation of the Four 
teenth Amendment; (2) that it deprives 
plaintiffs of the equal protection of the 
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laws in violation of the same amend- 
ment; (8) that it directly burdens in- 
terstate commerce; (4+) that it dele- 
eates to the commission — legislative 
power and judicial power in violaion 
of the Michigan constitution; (5) that 
the title of the act is not confined to 
one object and does not express that 
object, as required by the Michigan 
constitution. * * * 

Ire plaintiffs deprived of their prop- 
erty or liberty without due process of 
law? 

That this act does deprive plaintiffs 
of property, as well as of liberty, is 
clear. Their right to issue and sell, or 
to buy and sell securities, is “property” 
and “liberty” under the familiar defi- 
nitions adopted by the Supreme Court 
of the United States as well as by the 
Supreme Court of Michigan. 

“The liberty mentioned in that amend- 
ment means not only the right of the citizen 
to be free from the mere physical restraint 
of his person, as by incarceration, but the 
term is deemed to embrace the right of the 
citizen to be free in the enjoyment of all 
his faculties; to be free to use them in all 
lawful ways; to live and work where he 
will; to earn his livelihood by any lawful 
calling; to pursue any livelihood or voca- 
tion, and for that purpose to enter into all 
contracts which may be proper, necessary 
and essential to his carrying to a success- 
ful conclusion the purposes above men- 
tioned.” Allgeyer vs. Louisiana, 165 U. S., 
578, 589; Lochner vs. New York, 198 U. S., 
15; Adair vs. United States, 208 U. S., 161. 


Indeed, we do not understand the 
Attorney General to question that the 
statute does operate to deprive plain- 
tiffs of their liberty and property. He 
rather, upon the principles 
stated by the Cireuit Court of Appeals 
of this Cireuit, speaking by Judge 
Cochran, in this language: 


ré lies. 


“In the first place, it is to be noted that 
tatute or ordinance depriving one of his 
liberty or property is not in violation of said 
ndment merely because of such depri- 
‘ition. Either of three things is essential 
bring the deprivation within the amend- 
tent. It must have no real or substantial 
ition to the public welfare, or the depri- 
tion it provides for must be a deprivation 
thout due process or law, or it must 
nount to a denial of the equal protection 
the laws. If the statute or ordinance 

‘ real and substantial relation to the 
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public welfare, if it provides for a depriva- 
tion by due process of law, and if it affords 
an equal protection of the laws, it is valid, 
notwithstanding its enforcement will de- 
prive a person subject thereto of his liberty 
or property.” Grainger vs. Douglass Park 
Club, 148 Fed. Rep., 513, 523. 


The first vital question, then, must 
be whether the provisions of the statute 
have “real or substantial relation to the 
public welfare.” * * * We take it as in- 
tended to be definitive of the police 
power: and so the extent of that power 
is the real question. * * * It is enough, 
now, to remember that the prohibition 
in question has to do with transactions 
predominantly private. and not with 
those which are affected by a_ public 
interest, which arise from public grant 
or which exist by public sufference. 
* * * The issuing of commercial paper, 
stocks or bonds by a private company 
to get money for its own business, no 
one can suppose is a public or quasi- 
public enterprise; the business of buy- 
ing and selling stocks and bonds and 
other securities is no more “affected by 
a public interest” than is the business of 
buying and selling groceries. When 
we thus recall that the prohibition ap- 
plies to a private business, the question 
at once presents itself whether frauds 
and opportunities for fraud sufficiently 
characterize the business to justify its 
entire prohibition save under drastic re- 
strictions. We cannot shut our eyes to 
the fact which all men know that, as 
compared with the total dealings in se- 
curities covered and contingently pro- 
hibited by this act, those which may 
fairly be suspected to be of a fraudu- 
lent character are a very trifling pro- 
portion; and there is no reason to sup- 
pose that the percentage of fraud _ is 
any greater than in each of the ordi- 
nary business and professional occupa- 
im, * > 

However, there are some features of 
the statute which are not even within 
the shadow of the police power. ‘The 
first of these is the provision that no 
promissory note, bond, stock, contract 
or other security shall be sold within 
the Staie unless the commission thinks 
it is worth the price which is asked. 











The act does not put it quite so baldly, 
but the language can mean nothing else. 
If the commission finds that the “sale 
will, in all probability, result in loss to 
the purchasers,” the sale is prohibited. 
Unless the security is worth the price 
asked. the “sale will, in all probability, 
result in loss to the purchaser.” This 
is the plain meaning of the words. 

In that event, the commission has no 
power to permit the sale; and if, after 
such a finding, the property is sold to 
a careful purchaser—who is in no way 
misled, but buys just what he wants 
and pays what he thinks it is 
worth—the seller may be imprisoned 
for five vears: and it would be quite 
immaterial that the commission was 
wrong and that the security sold was, 
in fact, worth the price. The element 
of fraud is wholly eliminated from this 
part of the statute, and all the de- 
pendent police power to protect the cit- 
izen against fraud must, concurrently, 
disappear. No definition of the public 
power, which we have seen or which 
the industry of counsel has found, is 
broad enough to cover such a_prohibi- 
tion, and we are aware of no considera- 
tion which even plausibly supports its 
validity. 

Of like effect and subject-to like in- 
firmity is the provision forbidding the 
sale of securities, if the commission 
thinks that the company’s organization 
or proposed plan of business is not 
“fair.” Broader and vaguer language 
could not be chosen. It subjects to the 
practically uneentrolled discretion of 
the commission every issue or general 
sale of stocks, bonds or securities here- 
after te ke made in Michigan. For 
this and the provision regarding prob- 
able loss, we heard upon the argument 
and we find in the briefs no claim of 
justification on grounds of public wel- 
fare; and we know of none. ‘They de- 
prive plaintiffs of property and they 
do not carry the semblance of “due 
process of law.” 

It may be assumed that the officials 
who constitute the commission are 
more experienced and wiser than two 
citizens who desire to buy and, sell 
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property, with which they are familiar, 
at the price they have agreed upon; 
it may be assumed that these officials 
can foresee the coming events which 
will bring loss or profit on a proposed 
investment: but it has never yet been 
supposed by any court or any text 
writer that it was within the police 
power of a State to decide for its cit- 
izens the financial advisability of their 
investments—so long as the investors 
were not misled or deceived. 

Still another limitation which we 
think wholly beyond the authority of 
the police power is this: During the 
period of thirty days after the applica- 
tion is made and data filed with the 
commission, there can be no sale of the 
securities. The commission is power- 
less to permit; any company which 
issues and sells or any dealer who sells 
is guilty of felony. This is the law, 
without regard to the character of the 
securities. They may be of the high- 
est quality in every respect; the emer- 
gency requiring immediate sale may be 
extreme: these considerations cut no 
figure; the law proclaims a thirty-day 
paralysis. If a company, perfectly 
solvent, but in need immediately of 
ready money, arranges a bond issue and 
has people ready to purchase the bonds, 
nothing can be done for thirty days; in 
the meantime, things must stop and the 
company perhaps, must lose its credit 
and fail. Such a provision is an arbi- 
trary and oppressive interference with 
the right of contract; it bears no “rea- 
sonable relation” to the public health 
or the public morals—or even to the 
“public welfare,” in the broadest con- 
ceivable sense of that phrase. 

Does the act deprive plaintiffs of 
the equal protection of the laws? 

This is the second question stated by 
Judge Cochran; and the answer de- 
pends on whether the classifications 
adopted by the statute are justified by 
the rules of classification which have 
been considered in many cases by the 
Supreme Court of the United States. 
Plaintitts, under this head, urge many 
detailed objections. They say that 
such distinctions as are attempted can- 
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not lawfully be made between partner- 
ships and individuals, between long 
time and short time paper, between or- 
dinary mortgages and trust mortgages 
securing a bond issue, between the own- 
er and the dealer, between stock sub- 
scriptions and stock sales, and in other 
particulars which we need not specify. 
* * * Some are hypercritical; some are 
at least serious. For example, it is 
dificult to see why one rule skould be 
applied to an individual who gives a 
trust mortgage upon his property se- 
curing a series of his notes and bonds, 
and a different rule to a partnership 
which does the same thing. However, 
we pass these objections by, as other 
grounds are clearer. 

Another reason urged why plaintiffs 
are deprived of equal protection of the 
laws is that the statutory penalties are 
so excessive that persons interested 
dare not make a test case in the ordi- 
ary way. Such terrorizing penalties 
furnish a reason why a court of equity 
may have jurisdiction to enjoin the en- 
forcement of the law temporarily, till 
it. validity can be determined (Ez 
Parte Young, 209 U. S., 128): but 
where the penalties are separable as 
they are hereby. their possible inva- 
lidity may be a defense against their 
direct enforcement, but does not fur- 
nish ground for pronouncing the whole 
law invalid * * * (Citing cases). 

Do the provisions of the act consti- 
tute a direct and substantial burden on 
interstate commerce? 


it must be conceded that, if such 
burden is created, the act is, so far, 
void. 

We cannot doubt that stocks and 
bonds are now the subject of interstate 
commerce, and that shipments and sales 
of them, between the States, are inter- 
state commerce. * * * 

is to stocks, some distinctions from 
the Lottery Cases (188 U. S., 321) can 
be drawn, because the certificates, in 
part, represent rights of membership; 
but we cannot appreciate the force of 
any considerations whereby it might 
follow that, although lottery tickets are 
the subject of interstate commerce, 
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bonds and commercial paper are not. 
They pass freely from hand to hand, 
title to many of them passing by deliv- 
ery; they are subject to State taxation; 
they are protected by State statutes 
against larceny; in an increasing vol- 
ume from year to year, they have come 
to take a most important place in the 
business and commerce of the country. 
They satisfy in every respect, the es- 
sentials of the definition of the Lottery 
Cases: indeed, they satisfy the more 
limited definition contended for in the 
minority opinion in that case. 

If bonds and commercial paper and 
(prebably) stocks are the subject of 
interstate commerce, are _ interstate 
dealings in them directly burdened by 
this law? Dealings wholly by mail, in 
which the non-resident vendor only 
sends letters into the State, and, upon 
the end of the negotiations. sends the 
securities into the State to be there paid 
for, might escape the statute-—not be- 
cause its general language does not 
cover them. but because its operation 
might be limited to avoid the clear in- 
validity which would otherwise result. 
However, we know that the great mass 
of business of this kind is done by 
traveling agents or solicitors for for- 
eign investment bankers, brokers and 
issuing corporations. These solicitors 
and salesmen travel through the State 
and negotiate and close sales. They 
may carry with them the stock certifi- 
cates or bonds, or they may, on closing 
a sale, telegraph or write to the home 
office and have the securities sent over, 
either directly to the purchaser or to 
themselves, for delivery by them. If 
the home office is at (e. g.,) Chicago, 
the delay is for only a few hours. The 
distinction between these two methods 
(personal carrying by salesmen and 
sending home) are shadowy in princi- 
ple and often negligible in practice. We 
think the statute is clearly intended to 
be applied to this kind of business, by 
either method. The law says, in § 18: 


“It shall be unlawful for any corporation, 
co-partnership, association, company, firm, 
person or agent to sell or offer for sale, or 
attempt to sell at any place within this 
State, or to any person within this State, 








stocks, bonds or other securities, unless, 
ete, * * *. No investment company or 
dealer shall sell or offer for sale at any 
place or to any person within this State any 
stocks, bonds or other securities payable to 
any investment company, unless, etc.” 


This brings us to the inquiry wheth- 
er the burden is direct and so forbid- 
den, or indirect and so permitted. It 
is established by many familiar cases, 
that although certain exercises of the 
police power (of which ordinary 
licensing laws and food inspection laws 
are the most familiar examples) do 
burden interstate traffic in legitimate 
articles of commerce, yet, because the 
law is within the police power, the 
burden is considered not sufficiently 
substantial and direct to make the law 
invalid. * * * We may assume, for the 
purpose of this opinion, that this in- 
quiry-—whether the burden is “direct” 
—is only another form of the question 
whether the act is within the police 
power. 

Is this a mere licensing law? So far 
as it affects the investment company, 
we see no similitude. Engaging in a 
business is not regulated or permitted; 
it is the proposed individual transac- 
tion which is the subject of scrutiny. 
The investment company receives no 
license, in substance or in form. If it 
fully complies with the law, and the 
issue and sale of stocks and bonds are 
approved, and if the next year or the 
next month it wishes to make another 
issue which may be substantially simi- 
lar, it is forbidden to do so until there 
is another submission and another tacit 
approval. To eall such provisions the 
licensing of an occupation or business 
is a misnomer. 

As to dealers, there is more of the 
form of license. They are required to 
register and pay a registration fee and 
are subject to some general provisions 
and regulations. For this reason, we 
said above that some parts of the act 
used the nomenclature of a license law. 
However, if this is a license to the deal- 


ers, it avails them nothing. They can- 
not do one item of business, until that 
item has passed scrutiny; hence it is 
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clear that the dominant purpose is not 
to license and supervise individuals in 
the following of an occupation or busi- 
ness, but to regulate, to the peivt of 
prohibition, the business itself. * * * 

We rest our conclusion here cn the 
propesition that this statute, in the re- 
spects which we have pointed out, finds 
no support in the police power, and 
acordingly, that its restraint of inter- 
state commerce is not merely indirect or 
incidental. 

Another reason, if it were necessary, 
for holding that the restraint upon this 
interstate commerce is direct, is found 
in the fact, already discussed, that for 
thirty days. there is an absolute pro- 
hibition of any dealing on any terms. 
When we observe that a non-resident, 
owning stocks or bonds of the highest 
quality and upon which no criticism 
can or has been made, and who desired 
to sell them in Michigan to someone 
who there desires to buy, is totally for- 
bidden to do so for a period of thirty 
days on penalty of being guilty of a 
felony, and that there is no machinery 
of the law by which he can get permis- 
sion or approval until the thirty-first 
day, it is clear enough that the restraint 
is substantial and direct. * * * 

There remains only one question. We 
have found that the power given the 
commissioners to forbid the sale of se- 
curities at less than what they think the 
proper price is a taking of property 
and is not within the police power, and 
that the act directly and substantially 
burdens interstate commerce. Can it 
he said that these features can be elim- 
inated and still, that the law, generally, 
may stand? * * * Tt cannot be that if 
the unconstitutional portions are so in- 
terwoven with the whole purpose and 
operation of the statue that they are 
not fairly separable, the act may. nev- 
ertheless, be enforced in a form in 
which it was not passed and in which 
it might not be recognized by its fram- 
ers. The provisions that the commis- 
sion shall pass on the probability of 
less (as distinct from fraud) and on 
the “fairness” of the plan, form an 
integral part of each section creating 
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the commission’s powers. They are 
bound to modify and characterize the 
commission’s whole action. It is not 
improbable that these provisions were 
inserted in the belief that without them 
the statute would be practically un- 
workable. They form an inherent part 
of the unitary statutory scheme to save 
citizens from probable financial loss. 
Certainly, the difference between a 
fraudulent enterprise and an unprofit- 
able one is vital. The criterion of 
“probable loss” is broader and more 
inclusive than the criterion of “fraud”; 
it is not consistent to destroy the in- 
clusive and preserve the included. * * * 

So, too, the direct restraint on inter- 
state commerce is an inherent part of 
many different sections. To enforce 
the law against the citizens of Michi- 
gan and not enforce it against non- 
residents would, doubtless, be a result 
most surprising to the legislature. It 
is an essential part of the scheme of 
the law that all persons, residents and 
non-residents, shall be prohibited from 
selling, in Michigan, securities which 
will probably result in less to the pur- 
cheser; and the excission of this fea- 
ture leaves the law without vitality. 

Further, after the thirty-day pro- 
vision is eliminated, nothing operative 
remains, * * * 

lurthermore. as regards foreign cor- 
porate dealers, like two of the present 
pleintiffs, whose business constitutes 
partly, if not mainly, interstate com- 
merece, the act, to be sustained, must be 
separable with reference to their inter- 
state and intrastate transactions ; and this 
is upon the well-established principle 
that States have no power to prohibit or 
to fetter by conditions the right of cor- 
porations to carry on interstate trade 
in legitimate articles of commerce. (In- 
ternational Text Book Company vs. 
Pigg, 217 U. S., 91). * * * 

The preliminary injunction must be 
granted. The District Judge for the 
astern District of Michigan will settle 
the terms of the order and will allow 
an appeal, if one is desired. The Court, 
4s now constituted, has no jurisdic- 
tion beyond the motion for injunction. 


Opinion by courtesy of Caldwell, 
Masslich and Reed. of counsel for In- 
vestment Bankers Association. 
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Corporation Check for Per- 
sonal Debt 


Ruope Istanp 


Payment of Individual Debt by Cor- 
poration Check — Facts Putting 
Holder on Inquiry—Authority of 
Maker’s Agent 


Supreme Court, Rhode Island, November 
19, 1913. 


SHEER VS. HALL & LYON COMPANY. 


A corporation is not liable on its check 
issued by an employee, without authority, 
for a personal debt. The payee or endorsee 
taking such check for a personal debt is 
bound to inquire if it has been issued by 
the corporation for the purpose for which 
it is to be used. 

Exceptions from Superior Court, Provi- 
dence and Bristol Counties. 


SSUMPSIT by Hyman _ Sheer 
against the Hall & Lyons Com- 
pany. Judgment for defendant, and 
plaintiff excepts. Exceptions overruled, 
and case remitted to the Superior 
Court, with direction to enter judgment 
for defendant on the decision. 


& 


STATEMENT OF FACT 


| appears from the evidence at the 

trial in the Superior Court that one 
Frank Fisher was an employee of the 
defendant company. It was his duty 
to take charge of defendant's invoices, 
to fill out checks in payment thereof, 
secure the signature of the proper 
officers to such checks, and turn them 
over to the stenographer for mailing. 
Fisher purchased from the plaintiff an 
overcoat for his personal use, and in 
payment therefor delivered to the plain- 











tiff a check of the defendant corpora- 
tion which he, Fisher, had filled out to 
the plaintiff’s order, and upon which he 
had obtained the signature of the de- 
fendant’s treasurer. This was the first 
business transaction between Fisher 
and the plaintiff. The plaintiff knew 
that Fisher was employed by the Hall 
& Lyon Company, and that the bill 
for which the defendant’s check was 
tendered to him was the personal bill of 
Fisher. After receiving the check the 
plaintiff sent it to the office of the de- 
fendant company to be cashed, where 
payment was refused for lack of the 
plaintiff’s indorsement. Later it was 
discovered by the defendant company 
that Fisher had given the company’s 
check for his personal bill without any 
authority, and without the knowledge 
of the company’s officers, whereupon 
the defendant company stopped the 
payment of the check. This being the 
situation the plaintiff brought his ac- 
tion in assumpsit in the Superior Court 
to recover the amount of the check. 
The general issue was pleaded by the 
defendant, jury trial was waived, and 
the case was tried before the presiding 
justice of the Superior Court. A de- 
cision was rendered for the defendant 
on the ground that the check was given 
to the plaintiff to pay the personal debt 
of an employee of the defendant com- 
pany without any authority from said 
company, and was accepted by the 
plaintiff without inquiry. To this deci- 
sion the plaintiff excepted, and the case 
is now before the court upon such ex- 
centiens. 


co 


OPINION OF THE COURT 


INCENT, J.: It is claimed by the 
defendant company: (1) That 

there was no delivery of the check suf- 
ficient to satisfy the requirements of 
the Negotiable Instrument Law; and 
(2) that the acceptance of the defend- 
ant’s check in payment of the personal 
bill of Fisher, without inquiry, pre- 
cludes a recovery by the plaintiff, the 
check having been issued without au- 
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thority and without any knowledge, on 
the part of the defendant, of the pur- 
pose for which it was to be used. We 
think that the plaintiff's exceptions 
must be overruled. Fisher had no au- 
thority to fill out checks and procure 
the signature of the proper officers of 
the defendant thereto except as such 
checks were required in the payment of 
the invoices with which he was intrust- 
ed, and therefore the issuance of this 
check payable to the order of the plain- 
tiff for his own personal bill, without 
the knowledge of the company, was be- 
yond the powers or authority with 
which he was invested. Fisher procured 
the delivery of the coat, which the 
plaintiff had made for him, by means of 
this check. The check was made out to 
the order of the plaintiff, and therefore 
it must have been apparent to him that 
Fisher was using the check of the de- 
fendant company in the payment of his 
personal bill. Being so advised, it de- 
volved upon the plaintiff to make such 
inquiry as might be necessary to ascer- 
tain whether or not Fisher was author- 
ized to make use of the defendant’s 
check for his personal benefit. 

It is a well settled rule that a person 
who takes the check or note of a cor- 
poration, knowing that it is being given 
in payment of the personal debt of an 
employee of the company, is bound to 
inquire and to ascertain if it has been 
issued hy the company with the knowl- 
edge of the purpose to which it is to 
be applied. Randall vs. R. I. Lumber 
Co., 20 R. I. 625. It is not claimed 
in the present case that the plaintiff 
made any inquiry before the acceptance 
of the check and the delivery of the 
coat. There was some testimony that 
the check was subsequently taken to 
the office of the defendant, where the 
assistant treasurer, or some other em- 
ployee of the defendant, pronounced it 
to be all right, except that it required 
the indorsement of the payee. If any 
such statement was made by an em- 
ployee of the defendant, it does not ap- 
pear that, at the time of making it such 
employee was familiar with or had any 
knowledge of the history of the check. 


' 

i 

' 
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THE BANKE 


It does not seem reasonable that any 
one in authority in the Hall & Lyon 
Company would have made any state- 
ment designed to ratify the check, 
knowing it to have been drawn by 
Fisher in payment of his personal bill. 

We think the decision of the Superior 
Court was right. The plaintiff's excep- 
tions are overruled, and the case is 
remitted to the Superior Court, with 
direction to enter judgment for the de- 
fendant on the decision. 

88 Atlantic Rep. 801. 


co) 


Check Marked ‘‘In Full 
Payment ”’ 


New York 


Accord and Satisfaction — Contract — 


Alteration of Terms 


Supreme Court, New York, Appellate 
Term, First Department, Nov. 13, 1913. 


MARX VS. WHITE COMPANY. 


\ check marked “in full settlement as 
per contract,” when deposited and used, 
where the amount was in dispute, was an 
accord and satisfaction, although the check 
was indorsed by plaintiff's son, who had au- 
thority to indorse checks for deposit only. 


APPEAL from City Court of New 

York, Trial terms from a judg- 
ment for plaintiff. Reversed and new 
trial granted. 


& 
STATEMENT OF FACT 


HIS action was brought to recover 

for the price of twenty automobile 
bodies. It appears, without contradic- 
tion. that after a prolonged dispute as 
to the amount due from defendant to 
naintiff, defendant wrote: 


“We enclose our check for $132.59, 
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together with statement showing our 
entire indebtedness to you on the Gim- 
bel bodies. This statement is in ac- 
cordance with the contract.” * * * 

The check was endorsed: 

“In full settlement as per contract.” 
The check was deposited and used by 
plaintiff, and two days later plaintiff 
wrote defendant: 

“Your check for $132.59 received, 
for which we will credit your ac- 
coum.” * * * 


Fe) 


OPINION OF THE COURT 


YUR, J.: One decisive point in 
the case requires a reversal of 
the judgment. There can be no doubt 
that this would have constituted an ac- 
cord and satisfaction as pleaded, were 
it not for the point raised by plaintiff 
-—respondent to the effect that he never 
saw the check, but that it was indorsed 
by his son, who had authority “to in- 
dorse for him,” and who was authorized 
“to sign for him,” and who was his 
bookkeeper. He also said of his son: 
“He has only a right to endorse checks 
for deposit; that’s all.” 

Even if the authority of the son was 
not so extensive that plaintiff was 
bound by his acceptance of the check 
with the qualifving endorsement, the 
accompanying letter which the plaintiff 
received sufficiently indicated that the 
check was in settlement of the account 
after a dispute. On familiar prin- 
ciples, an accord and satisfaction was 
thus established. 

Respondents further claim that he is, 
at all events, entitled to recover for a 
further sum for “extra work” is dis- 
posed of by the conceded fact that the 
so-called “extra work” was only a 
modification of the contract, changing 
the character of some of the work to be 
done, and that such modification was 
made before the contract was accepted. 
Judgment reversed and new trial grant- 
ed. All concur. 

143 New York Supp. 1036. 








Agency 
Sovuttu CAROLINA 


Right of Bank to Obey Instructions of 
Agent When Acting Within the Ap- 
parent Scope of His Authority 


Supreme Court of South Carolina, October 
29, 1913. 


HILLER VS. BANK OF COLUMBIA, 


A principal is responsible for the acts of 
his agent done within the scope of his au- 
thority, real or apparent, An agent is 
clothed in law with all the authority which 
his principal holds him out as having, or 
knowingly allows him to hold himself out 
as having. 

If, therefore, a depositor by a course of 
dealing with a bank through an agent. 
holds him out as having the authority exer- 
cised, or knowingly allows him to exercise 
such authority and acquiesces in it; and if 
a reasonably prudent person would have 
concluded therefrom that he had such au- 
thority, the bank is justified in obeying his 
directions. 

When a general agency is shown, the bur- 
den is upon the principal who would escape 
liability for the acts of his agent done with- 
in the apparent scope of the agency, on the 
ground that the agent’s authority was lim- 
ited, to prove the limitation and_ notice 
thereof to the other party. 


PPEAL from Common Pleas Cir- 
cuit Court of Richland County: 
Action by Nannie E. Hiller against 
the Bank of Columbia. From a judg- 
ment for plaintiff, defendant appeals. 
Reversed. 


& 


STATEMENT OF FACT 


SHORT time after her husband’s 
death, in 1904, plaintiff collected 

a policy of insurance on his life, which 
was payable to her and deposited the 
money in the defendant bank toe her 
credit as “Nannie E. Hiller, Adm’x.”’ 
Her husband left a will of which she 
was executrix, and, after his death, she 
continued a mereantile business in 
which he had been engaged, though she 
was not authorized to do so by the will. 
Her brother-in-law, John G. Hiller, 
was her agent in the management of 
the business. He made deposits to her 
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credit on her said account at bank and, 
in doing so, signed her name in the in- 
dorsement of checks payable to her 
order and signed her name to checks on 
said account. She also drew checks on 
said account. She testified that at first 
she drew all the checks herself, but 
later she gave him authority to sign her 
name to checks. She also said that, in 
signing her name, he tried to imitate 
her signature, and_ the testimony 
showed that it was difficult for even an 
expert in handwriting to distinguish 
them. 

On April 19, 1910, _ plaintiff 
deposited. $200 in the defendant bank 
to her credit as “Nannie E. Hiller,” 
without “Adm’x” added. Some time in 
June thereafter a number of checks 
were presented at the bank, signed 
“Nannie E. Hiller, Adm’x,” payment 
of which would have overdrawn that 
account. The bank was about to return 
them unpaid, when John G. Hiller hap- 
pened to go into the bank, and, on his 
attention having been called to the 
matter, he directed the bank to charge 
them to Mrs. Hiller’s personal account, 
saying that it was all hers—her busi- 
ness. This was done, and the amount 
to plaintiff’s credit was thereby ex- 
hansted, except thirteen cents, about 
which there is no controversy. The 
bank having refused, on demand, to 
pay Mrs. Hiller the $200 so deposited 
by her, she brought this action to re- 
cover said sum. The defense was that 
the money had been paid out on checks 
drawn by her or her authorized agent. 
The defendant attempted to show that 
the checks which had been charged to 
her personal account were signed by 
the plaintiff herself, and the evidence 
was conflicting as to whether she or 
John G. Hiller signed them. She ad- 
mitted that she signed one for $55.20. 
which paid for a bale of cotton bought 
at the store, but denied signing the 
others. The one she admitted signing 
did not have ‘“‘Adm’x”’ after her signa- 
ture. The others did. A number of 
handwriting experts testified that, in 
their opinion, she signed most, if not 
all, of them. The bank contended fur- 
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ther that the course of dealing between 
it and plaintiff and John G. Hiller, 
with the knowledge and acquiescence of 
plaintiff. had been such that it was 
justified in obeying his directions to 
charge the checks to her personal ac- 
count. In support of that contention, 
besides the other testimony showing the 
general course of dealing, it introduced 
testimony to the effect that on a for- 
mer oceasion plaintiff had two accounts 
at the bank, and John G. Hiller was 
allowed te draw checks on both. * * * 


i 


OPINION OF THE COURT (IN 
PART ) 


YDRICK, J,: The rule is that the 
principal is responsible for the acts 
of his agent done within the scope of his 
authority. real or apparent. An agent is 
clothed in law with all the authority 
which his principal holds him out as 
having. or knowingly allows him to 
hold himself out as having. Therefore 
if the plaintiff, by her course of deal- 
ing with the bank, through Hiller, held 
him out as having the authority which 
he exercised, or knowingly allowed hin 
to exercise such authority and acqui- 
esced in it, and if the circumstances 
were such that a reasonably prudent 
person would have concluded therefrom 
that he had such authority, the bank 
was justified in obeying his directions, 
and its defense should be sustained. 
Welch vs. Clifton, 55 S. C. 568. How- 
ers vs. Railway, 74S. C. 221. The tes- 
timony, especially that which tended to 
show that, on a previous occasion, two 
accounts had been kept, and Hiller 
drew on both, with the knowledge and 
icquiescence of plaintiff, made an issue 
et fact whether the bank was justified 
: its course, and the court invaded the 
province of the jury in charging that 
it hed no right to do what it did, under 
‘ tacts stated in the hypothesis. Buist 
s. Mereantile Co., 73 S. C. 48. 
(he court erred in stating the bank’s 
ntion to the jury, saying: “The 
contends that these ten checks 


(the ‘““Adm’x” checks which had been 
charged to plaintiff’s personal account) 
were on this account called individual 
account, not to be drawn on by John G. 
Hiller at all, but by Nannie E. Hiller.” 
The bank’s contention was not that said 
checks were drawn on the personal ac- 
count but that, notwithstanding they 
were drawn on the “Adm’x” account, 
they were drawn by Mrs. Hiller her- 
self; and, as there was not enough 
money to her credit in that account to 
pay them, she must be held to have in- 
tended that they should be paid out of 
the other account. With one exception, 
the checks showed on their face that 
they were drawn on the “Adm’x’’ ac- 
count. The bank further contended 
that it was within its rights in obeying 
Hiller’s direction to charge the checks 
to plaintiff's personal account. This 
error would not, however, be ground 
for reversal of the judgment, because 
it was the duty of defendant’s atter- 
ney to pay attention to the charge and 
to call attention of the court to the 
error in stating his contentions. We 
have frequently held that if counsel sit 
by and allow the court to misstate the 
issues or their contentions, without 
calling attention to it and asking that 
it be corrected, they will not be allowed 
to take advantage of it on appeal. 

But the instruction was further er- 
roneous in that it involved a charge on 
the facts, in so far as the court said of 
the individual account, that it was “not 
to be drawn (on) by John G. Hiller at 
all but by Nannie E. Hiller.” Whether 
John G. Hiller had authority to draw 
on that account was, as we have seen, 
an issue of fact which was exclusively 
for the jury. 

We think also that his honor narrowed 
the issue too much when he told the 
jury that the bank must prove that “the 
ten checks in issue drawn upon it (the 
individual account) were drawn rightly, 
to wit, drawn by Nannie E. Hiller.” 
This instruction left out of view this 
very material feature of the defense 
that, even if the checks were drawn by 
John G. Hiller, still if he had author- 
itv, real or apparent, to direct the bank 
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to charge them to Mrs. Hiller’s per- 
sonal account, the bank had the right to 
do so. His authority to draw the 
checks on the ““Adm’x” account was ad- 
mitted, and they were so drawn. so that 
the question whether the plaintiff drew 
those checks herself was not the sole 
question at issue, nor was a finding that 
she did draw them herself conclusive of 
the bank’s defense. 

Appellant contends that his honor 
erred in charging that, when plaintiff 
proved that she put the money in the 
bank, the burden was upon the bank to 
show that it was rightly paid out. As 
a general proposition that was a correct 
statement of the and from the 
context it appears that the court had in 
mind only the general rule in’ such 
eases. Jt is true, as contended by ap- 
pellant, that, when a general ageney is 
shown, the burden is upon the principal 
who would eseape liability for the acts 
of his agent done within the apparent 
scope of the agency, on the ground that 
the agent’s authority was limited, to 
prove the limitation and notice thereof 
to the other party. Whaley vs. Dun- 
ean. 47 S.C. 147. Lowry vs. Railroad 
Co., 92S. C. 43. But. as the principle 
for which appellant contends arose out 
of a special phase of the case, it should 
have been brought to the attention of 
the court by a request to charge. 

Judgment reversed. 79 S. E. Rep. 
899. 


law. 





Replies to Law and Banking 
Questions 
Questions in Banking Law—submitfed by subscribers 


-Which may be of sutticient general interest to war 
rant publication will be answered in this department. 





OVERDRAFT—CHARGING 


Morrisvitte, Vr. Mareh 2, 


BACK 
1914, 


Editor Bankers Magazine: 

Sir: Some time ago one of our customers 
deposited a check at the teller’s window for 
several hundred dollars and was credited 
with upon his book that day. 


same pass 
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The next morning, in the regular course of 
business the check went to the bookkeeper, 
and before the item was charged up, which 
would have caused an overdraft, my atten- 
tion was called to the matter and I imme- 
diately notified the depositor that the 
check was not good and that we would take 
it for collection. 

I have always understood in a case of 
this kind that the check could be charged 
back at any time, but our customer does not 
think so. 

I would be glad to know your opinion 
and other decisions in regard to this mat- 
ter. TREASURER. 


Answer: Where a check drawn 
upon a bank is presented to it by the 
holder for deposit to his credit, and the 
amount is eredited to the holder, the 
legal effect is precisely the same thing 
as though the money were first paid out 
to him and then by him deposited in the 
bank. It is the right of the bank to 
refuse to pay it, or it may reject it 
conditionally. But if it accepts the 
check as valid and pays out the money 
(or what. as some authorities hold. is 
the same thing, credits it to the hold- 
er’s account), it cannot at any time 
thereafter, even on the same day, re- 
turn the check on discovering that there 
were no funds to meet it, and cancel 
the transaction, for the collection is 
then treated as accomplished, 

But if the check holder merely re- 
quested the check to be placed to his 
account, and the bank does not debit the 
drawer or credit the holder with the 
amount, or cancel the check, it may re- 
turn the check on discovering that it 
was an overdraft. provided it does so in 
time to give the holder due notice of 
dishonor. (Daniel on Negotiable Instru- 
ments, p. 651.) 

Where the paper deposited is a check 
on the depositary bank, the transaction 
is in effect a presentment for payment. 
If the bank honors the check, it charges 
the amount to the account of the draw- 
er, and credits the amount to the ac- 
count of the depositor, and the trans- 
action is then closed. The bank owes 


the depositor the amount credited, as 
upon a general deposit of so much cash. 
The legal effect is the same as if the 
money were first paid out and then 
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deposited. The bank may, however, 
credit the depositor’s account condi- 
tionally, that is, upon condition that if 
upon examination the check on drawer’s 
account be not found good, the check 
shall ke charged back to the depositor; 
and in that case the transaction is not 
closed until after the expiration of the 
time within which the bank has _ re- 
served the right to charge back the 
amount credited without exercise of 
such right. This right is often re- 
served by notice printed in the pass- 
book that checks upon the depository 
will be credited conditionally, and if 
not found good at the close of busi- 
ness will be charged back to the de- 
positors, and the latter notified of the 
fact. 

If there is no agreement that the 
credit is conditional, however, there be- 
ing no fraud, and the check being gen- 
uine, it is generally held the transac- 
tion is closed as fully as if the bank 
had paid over the counter the amount 
called for by the check, and that the 
bank cannot charge back the amount 
because the account of the drawer turns 
out to be overdrawn. A bank has al- 
ways the means of knowing the state 
of the account of the drawer, and if it 
elects to pay the paper it voluntarily 
takes upon itself the risk of securing 
itself out of drawer’s account or other- 
wise. (Tiffany on Banks and Banking, 
p. 38, and authorities cited.) 

Oddie vs. National City Bank of 
New York, holds that under circum- 
stances similar to the above question, 
the bank became liable to the depos- 
itor for the amount of the check al- 
though on the same day, and before the 
close of banking hours. but after it had 
paid other checks of the drawer pre- 
sented later, it returned the check to 
the depositor as not good, and although 
the account of the drawer was over- 
drawn at the time of the deposit. (45 
N. Y. 785.) ; 

Where a drawee bank charges a 
check to the account of drawer, and 
credits the amount to the bank for- 

ling the check, the transaction is 
| and the bank cannot revoke the 
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credit as given. (Consolidated Nat. 
Bank vs. First Nat. Bank, 129 N. Y. 
App. Div. 538.) 


~ 
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CHANGING FROM STATE 
NATIONAL BANK -— CON- 
SENT OF STOCKHOLD- 
ERS 


Minneapouis, Minn., February 28, 1914. 


TO 


Editor Bankers Magazine: 

Sir: I hold some stock in a New York 
State bank which contemplates going into 
the national banking system. Is the con- 
sent of all stockholders necessary or will I 
have to abide by the will of the majority? 
How is the book value of bank stock ob- 
tained ? SUBSCRIBER. 


Answer: In such a move a tenta- 
tive plan is usually submitted to the 
stockholders for ratification. Section 
78 of the New York Banking Law 
reads as follows: 

* * Whenever stockholders owning 
two-thirds of the stock of such bank 
shall have voted to become such cor- 
poration (meaning to change from a 
State to a national bank) or have ex- 
ecuted a written consent authorizing its 
directors to make the certificate re- 
quired therefor by the laws of the 
United States. * * * 

Therefore, any plan which receives 
the consent of two-thirds of the stock- 
holders will be binding upon all unless 
legal proceedings are taken to restrain 
the consummation of the plan. All 
stockholders must, of course, be treated 
alike and the plan submitted must, 
therefore, be acceptable or it will not 
receive the required consent. 

The hook value of bank stock is ob- 
tained by dividing the capital, surplus 
and undivided profits by the number 
of shares. This does not mean that 
they will pay you that amount, but this 
would he the value of the stock if the 
bank were liquidated and all assets con- 
verted into cash at their listed value. 
The conversion value of the stock is 
determined by the board of directors 
and in such changes, the stockholders 
are usually offered new stock in ex- 
change for the old at a stipulated fig- 








ure, or cash in the same sum cr lesser 
amount. The minority stockholders 
have certain rights, which can only be 
enforced by legal proceedings. 

All the stock must he taken care of 
in one form or another, so that the old 
corporation is out of existence, except 
for certain purposes naned in the law, 
and you will have to consent te what- 
ever plan is agreed upon by the ma- 
jority unless it be so entirely unfair 
as to warrant legal proceedings to re- 


strain. 
© 
DEPOSIT SLIPS IN SAVINGS 
BANKS 
Ricuriztp Springs, N. Y., Feb. 10, 1914. 
Editor Bankers Magazine: 
Sin: In some article in Tne Bankers 


Macazine, some time in the past two or 
three years, I have read that it is not cus- 
tomary for savings banks to require depos- 
itors to fill out deposit slips. Can you re- 
fer me to this article? CasHier. 
Answer: The article mentioned is 
now part of “The Savings Bank and 
Its Practical Work,” by W. H. Kniffin, 
Jr.. and appears on page 227. 
a rule do not re- 
make out 
This is es- 


Savines hanks as 
quire their depositors to 
their own deposit tickets. 
pecially true of the smaller banks. A 
few of the large banks are educating 
their depositors up to this point and 
insist that, so far as possible, the de- 
positor fill out the ticket. Those un- 
able to write are assisted by the usher; 
but owing to the fact that the savings 
bank now composed of a 
large number of foreigners, such com- 


clientele is 


pulsion or even assistance is often dif- 
ficult. 

There can be no doubt that in case 
of dispute it is safer banking to have 
a voucher, in the handwriting of the 
depositor, stating the amount ef the de- 
posit; but to require it in every case 
would be impossible. As an alterna- 
tive, many, if not all banks, that make 
out their own tickets require the depos- 
iter to state the amount of the deposit, 
or assent to the amount naned. In one 


large bank in New York, the usher goes 
along the line with pads of deposit slips 
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and indelible pencils requesting the de- 
positcrs to make out the ticket. and as- 
sisting them when necessary. The 
practice should ke encouraged as much 
as possible as a matter of precaution. 





Legal Term Defined in this 
Issue 





Assumpsit—An obligation not under 
seal; a form of action at common law 
to enforce an obligation not under 
seal. (Standard.) An undertaking, eith- 
er express or implied, to perform a 
parol agreement. Express assumpsit 
is an undertaking made orally or by 
writing not under seal, or by matter of 
record, to perform an act or to pay a 
sum of money to another. Implied as- 
sumpsit is an undertaking presumed in 
law to have been made by a party from 
his conduct, although he has not made 
any express promise. ( Bouvier.) 


ay 
Annual Trust Company 
Banquet 


To Be Held in New York May +4 


S the meeting of the executive 
council of the American Bankers 
Association, to be held at Hot Springs, 
Va.. ends on May 2, the officers of the 
Trust Company Section have arranged 
to hold the fourth annual trust com- 
pany banquet on the evening of Mon- 
day, May 4, at the Waldorf-Astori. 
Hotel in New York city. 

This date was selected in order tlat 
members of the council, who it is hoped 
will attend this dinner as in the past, 
might have ample time to reach New 
York and yet not find it necessary to 
remain several days waiting over for 
the banquet. 

Arrangements are being perfected to 
make this banquet equally as notable 
as the preceding ones, which have been 
conceded to be the most important din- 
ners of the sort held during the year. 
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Total Debt, Funds and Investments for 
all States in the United States, 
June 30, 1913 


RELIMINARY figures from the 

forthcoming bulletin pertaining to 
national and State indebtedness and 
funds and investments have been given 
out by Director W. J. Harris of the 
Bureau of the Census, Departinent of 
Commerce. The bulletin carries in- 
formation for the United States and for 
each State in the United States. The 
data were compiled under the super- 
vision of John Lee Coulter, expert 
special agent, in charge of Wealth, 
Debt and Taxation. 

On June 30, 1913 (or the close of the 
fiseal year falling within the twelve 
months preceding that date), the total 
dett of the forty-eight States in the 
United States amounted to $419,157,- 
000. Of this total about $19,000,000 
represented floating debt, and nearly 
#400,000.000 represented funded debt. 
Of the funded debt about $359.000,000 
is represented by bonds, and $41,000,- 
000 special debt obligations to public 
trust funds. 

As an offsetting item against the to- 
tal debt, the forty-eight States reported 
277,082,000 in sinking fund assets, 
leaving the net debt $342,251,000. 

A’study of the per capita debt shows 
that in Towa the debt (less sinking 
fund assets) amounts to only three 
cents per capita, and in Oregon, four 
cents per capita. In Arkansas, Florida, 
Illinois, Indiana, Towa, Kansas, Minne- 
sota, Nebraska. New Jersey, Oregon, 
Pennsylvania, South Dakota, Texas, 


West Virginia, Wisconsin and Wyoming 
the per capita debt (less sinking fund 
assets) is less than $1.00. 

According to the report of ten years 
ago, the indebtedness (less sinking fund 
assets) fer the forty-eight States 
amounted to $234,909,000 as compared 
with $342.251.000 shown in the report 
now being prepared. This is an in- 
crease in ten vears of $107,842,000, or 
nearly fifty per cent., in contrast with 
an inerease of sliglitly more than 
twenty per cent. in the population of 
the country. Ten years before that, in 
1890, the indebtedness (less sinking 
fund assets) for the States and Terri- 
tories of the United States amounted to 
$211,210,000: while in 1880 it amount- 
ed to $274,746,000. Thus between 
1880 and 1902 the per capita indebted- 
ness (less sinking fund assets) for the 
forty-eight States combined gradually 
decreased, while during the last ten 
years there has been a very noticeable 
increase. In 1880 the per capita in- 
debtedness (less sinking fund assets) 
amounted to $5.48; in 1890 it had been 
reduced to $3.87, due to the increase in 
population and decrease in debt; in 
1902 it amounted to # due to the 
rapid increase in population and very 
slight increase in debt; in 1913 the per 
capita debt had increased to 
£3.52. the increase being due to a very 
rapid increase in debt in contrast with 
a much slower increase in population. 


again 


We 


THe amount of wealth is not defined by the 
valuation of the census, but by habit and 
mode of life; not to be greedy is wealth; not to 


be extravagant is revenue. 


—CICERO. 
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Investment and Common 
Sense 
By Frankuin Escuer. 


N the choice of an investment as in 

the choice of a house or a suit of 

clothes or an automobile or anything 
else, the primary consideration is suit- 
ability. A six-cylinder touring car that 
can make a hundred miles an hour and 
climb up the side of a house is all very 
well, but far less suited to the needs, 
for instance, of a country doctor, than 
is a little runabout costing perhaps one- 
fifth as much. Just so, in investments, 
different securities suit different re- 
quirements—what for one man would 
be an ideal investment might be totally 
unsuited to another’s needs. What are 
my particular requirements?—that, in 
the investment of any sum of money, is 
the very first thing to be considered. 
Only after it has been considered can 
intelligent selection be made. 

What his particular requirements are, 
each investor must settle for himself. 
Is he well along in years, dependent 
on the income from his investments ?— 
in that case, absolute safety of principal 
is the primary consideration. Is he, on 
the other hand, engaged in some profit- 
able business which yields him consid- 
erably more income than he needs?— 


in that case he can afford to take more 
of a chance. Is the investment being 
made for his own account or is he act- 
ing as a trustee?—obviously these are 
considerations to which due weight must 
be given. Individual circumstances 
must govern, and what these individual 
circumstances are, no one can tell bet- 
ter than the investor himself. Deter- 
mining one’s investment requirements 
is not a matter of finance at all, but of 
plain, everyday common sense. Filling 
them satisfactorily is what calls for a 
knowledge of the principles of scien- 
tific investment. 


& 


N art, indeed, is the proper invest- 
ment of money in securities. There 

is nothing hit or miss about it. The coun- 
try doctor can cover his rounds in a 
big, high-powered touring car that cost 
him two or three times what it ought to 
to run, and the successful business man 
can invest his surplus in three per cent. 
Government bonds at par, but in both 
cases there is a really shocking degree 
of waste. Scientific management in in- 
vestment, like scientific management in 
anything else, aims to eliminate waste. 
What are my needs and what is the 
maximum amount of income I can get 
out of securities filling those needs? 
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—that is the problem with which every- 
one having surplus funds is faced and 
which only a knowledge of the princi- 
ples of scientific investment can solve. 

A big subject is investment and yet 
one of which a working understanding 
is not difficult to acquire. Knowledge 
of the different kinds of securities and 
their main attributes—that is, of course, 
the very first thing. After that, appre- 
ciation of the main investment princi- 
ples—of the desirability, for example, 
of diversifying an investment, and of 
the relative importance of such qualities 
as marketability, price stability and 
chance of appreciation in value. Third- 
ly, at least a general idea of what 
makes security prices go up and down 
—of the bearing, on bonds and shares, 
of business and money-market condi- 
tions and the other main influencing 
factors. Informed along these three 
lines, and using a reasonable amount of 
common sense, the man or woman with 
money to invest is not going far wrong. 


& 


REAT is the value of investment 
counsel, but only in proportion as 

the investor knows enough to seek such 
counsel as fits his particular case. A 
man desiring to purchase an automobile, 
but not knowing one kind from another, 
would, in all probability, were he to 
‘ep in at the first great showroom 
n which he chanced, acquire the kind 

ir sold there whether or not it were 
rticularly suited to his needs. Ex- 
so with the investor having no 


clear idea of his needs or how to fill 
them. If he went to a banker making 
a specialty of steam railroad bonds the 
chances are that he would buy that 
kind of a security. A house specializ- 
ing in public utilities would easily con- 
vince him that bonds of that type were 
the only thing to buy. What he would 
get, in other words, as the result of a 
random visit to some investment bank- 
er, would be not so much what he need- 
ed as what the banker happened to 
want to sell him. Informed as to the 
various types of securities and with 
something of an idea of what ones fit 
his particular requircments, the investor 
is in an entirely different position. 
Wanting to make a selection of steam 
railway shares and bonds, he does not 
blunder into a house handling only pub- 
lic utilities. The advice he gets is 
along the line he wants. His require- 
ments call for steam railroad securities, 
in which class of security the banker 
who is advising him is a specialist and 
thoroughly in touch with market condi- 
tions. For the prospective investor to 
know exactly what he wants may not be 
necessary, but what he does need to 
know is to whom to go for advice. As 
much better will be the results as if, 
having a toothache, he should go to a 
dentist instead of an ear specialist. 


& 


Wit regard to knowledge of the 

conditions affecting security val- 

ues, very much the same thing is true 

Is this a time to buy bonds ?—ask that 
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We are thoroughly familiar with invest- 








question of a bond dealer at any time or 
under any conditions and note how many 
times you get anything but an affirma- 
tive reply. What is the answer? Don’t 
go for advice as to whether it is time 
to buy a thing to the man who has that 
thing to sell. Figure it out yourself; 
it is far less difficult than it seems. Not 
the fluctuations of the stock market— 
that is something neither you nor any 
banker or broker or anyone else to 
whom you appeal can know anything 
about—but the great, broad movement 
of security prices. Right now, are 
prices high or low? A working knowl- 
edge of the factors that govern values 
supplemented by an ordinary amount of 
business sense makes it possible to 
answer that question and answer it 
correctly. 
& 


TV ENTY years ago it was impossible 

for the average investor to tell any- 
thing about security values—the aeces- 
sary information was simply not to be 
had. Individual companies made re- 
ports then as they do now, but not 
with anything like the same degree of 
honesty or fullness. Tabulation of the 
figures, moreover, on anything like the 
present scale or in the present scientific 
way. was unknown, except for private 
purposes. Pick up any financial paper 
to-day and you expect to find in it a 
most complete tabulation of statistics 
as to earnings, meta] production, bank 
condition and the other things that go 
to make up the business barometer. All 
that is a development of the past few 
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vears. Two decades ago, one decade 
ago, the figures were simply not to be 
had. Such of them as were compiled 
were kept strictly for the compilers’ 
own use. 

Where the investor only a compara- 
tively few years ago had little to go by, 
to-day he has everything. From a hun- 
dred different sources there is avail- 
able the very fullest possible informa- 
tion not only as to the affairs of in- 
dividual properties but as to all the 
great tendencies in finance and trade. 
Obtainable at trifling cost the informa- 
tion puts the man who knows how to 
usc it in a position to judge. For him 
to grope, to rely blindly on the opinion 
of others is no longer necessary. You 
have some money to invest and are 
wondering whether this is the time to 
buy? Very well, here is the whole 
story; here are all the figures reflective 
of those conditions which make prices 
go up and down. No need to guess, to 
take a chance. Here’s the whole thing, 
in black and white. It’s your money 
that’s going to be invested. ‘Take the 
figures and settle to your satisfaction 
the question as to whether it is a time 
to buy or a time to hold off. 


ca 


O conservative people who under 

stand the principles of scientific in- 
vestment aim to increase their princi- 
pal as well as to obtain a full rate of 
i ? They certainly do, and, i 
income! ley certainly do, and, in 
accomplishing their purpose they are, 
moreover. about ten times as success- 
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ful as those who use their money for 
speculation instead of for investment. 
No sudden fortunes, except in cases 
where some commitment happens to 
turn out particularly well, but a grad- 
ual appreciation in the value of the 
security purchased—that is the natural 
course of scientific investment. In- 
crease in price, slow, perhaps, but like 
the grinding of the mills of the gods, 
exceeding sure—that is what, in the 
case of money invested with under- 
standing of how money ought to be in- 
vested, may reasonably be expected. 
There are cases, of course-—the in- 
vestment of trust funds is a notable 
example—-where absolute safety of 
principal is of such paramount im- 
portance that the investment is neces- 
sarily limited to securities almost non- 
fluctuating, but even here there is a 
chance through the exercise of wise 
judgment to make something on the 
principal. Take the case of a fund of 
money which is to be invested in gilt- 
edged, first mortgage railroad bonds. 
Even in this class of security there is 
room for discriminating judgment. 
One bond, purchased now, in five years 
will be exactly where it is to-day. An- 


my 


other, just as safe to buy, may be sell- 
ing three or four points higher. That 
is not much money to make in five years, 
but it does add materially to the 
amount of income received during that 


time. 
Oo 


UT, it is objected, if there is a 

chance for a security to increase in 
value, is there not the same chance for 
it to go down? Not necessarily. Some 
active stock bought midway between 
its high and low of recent years on a 
legitimate prospect of price apprecia- 
tion may, of course, go the wrong way 
—in such a case there is bound to be 
a certain amount of risk. But take the 
case of some absolutely good bond 
which happened to be down in price 
because, perhaps, the syndicate bring- 
ing it out has just been dissolved, or 
because, being new, not much of a mar- 
ket for it has yet been established. By 
competent judges of values securities 
like that are being all the time bought 
with the practical certainty that in the 
long run they will appreciate in price. 
Good judgment in the beginning and 
then patience—-time will do the rest. 


Political Demagogues Worse Than the Trusts 


HIS is what the New York “Times” 
recently declared in the following 
editorial paragraph: 

“Mr. J. J. Hill said the other day 
that this is a big country and it takes 
many hold it 
re are men in Washington, many 


ood men to down. 


en, who are doing their best to hold 


it down. who are to the extent of their 
abilities and their recklessness obstruct- 
ing the return of prosperity. The 
harm inflicted upon the working class, 
upon the common people, by the agi- 
tators and demagogues of politics is 
and has been immeasurably greater than 
any injury due to the extortions of the 
trusts.” 
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Safe Deposit 





The Safe Deposit Company’s 
Place in Our Financial 
Scheme 


ANKING as a broad profession 

divides itself with more or less 

readiness into eight departments 
of activity. 

(a) The issue of money. This is 
the chief purpose of some, and an im- 
portant function of all the leading 
banks of the world. In this country 
the note issue privilege is confined to 
the national banks, but is ultimately to 
be taken over by the new National Re- 
serve Association. 

(b) The lending of money (or 
credit) and the discount of bills and 
notes. 

(ec) The collection and payment of 
checks. notes, foreign and domestic 
bills of exchange and other negotiable 
instruments, and the transmission of 
funds from place to place. 


(d) The reeeipt of money for de- 
posit, 
(e) The administration of proper- 


ty. corporate and private, under wills 
and trust instruments; the registration 
transfer of the same; 
trusteeship in corporate undertakings, 
such as mortgage of corporation prop- 
erty, ete. 

(f) Coéperative saving for  pur- 
poses of home ownership, through such 
corporations as building and loan asso- 
ciations. 

(g) Codéperative investment through 
corporations known as savings banks, 
but more appropriately termed savings 
societies or institutions. 

(h) The safekeeping of valuables. 


Some institutions, particularly trust 
companies operate in all these fields, 
except that of nete issue; while others, 
such as savings banks and safe-deposit 
companies confine their operations to 


of securities; 
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one particular phase. National banks 
at the present time cannot act in a 
trust capacity, but may rent (as many 
banks of discount do)  safe-deposit 
boxes as an incidental feature of the 
business; but deposits made in their 
“savings” or “interest department” are 
in no sense for the purpose of coépera- 
tive investment, as obtains in the ease 
of savings banks. 


& 


Relation of Bank and De- 
positor 


HE idea is quite common that 

money deposited in a bank, irre- 
spective of the latter’s character, is 
lodged for safe-keeping; and in the 
presentation of a check the depositor 
assumes to say to the bank, “pay me 
back my money”: while in law he says, 
“nay the debt vou owe me.” 

The relation of a bank of discount 
and its depositor is, therefore, that of 
debtor and creditor, and the moment 
the funds are passed to the credit of 
the depositor (unless agreed otherwise) 
that moment title to the same passes 
from the depositor to the bank, and 
the latter becomes , debtor to the 
amount, and the former, creditor, with 
the right to ask payment on demand. 

The savings bank, on the other hand, 
merely agrees to invest the funds ac- 
cording to law, and repay the same ac- 
cording to the agreement, the depositor 
assuming the risk of loss, in case of 


insufficiency of assets. The relation- 
ship is one of trust. 
Obviously these functional duties 


overlap, and just where one department 
ends and the other begins is not always 
easy to ascertain in those corporations 
deing a many-sided business. In the 
safe-deposit husiness, however, an en- 
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tirely different relationship is estab- 
lished. 

As regards the property placed in its 
keeping in general storage, such as 
silver, trunks, ete., the articles being 
placed in the storage vaults, the rela- 
tionship is that of bailor and _ bailee. 
Of this there can be no question for 
the law of bailments clearly applies; but 
as regards the contents of the boxes, 
over which it has no control whatever; 
knows nething of the character or value 
of the same, the law of landlord and 
tenant would seem to apply, for as will 
in due ceurse be shown, the various du- 
ties and responsibilities that attend 
landlordship, particularly in apartments 
and tenements, devolve upon safe-de- 


posit institutions. This relationship 
will be discussed in a _ subsequent 
number. 


rs 


Bailments 


BAILMENT (from the French 

hailler, to deliver) is the delivery 
of goods for some purpose, upon a 
contract, express or implied, that after 
the purpose has been fulfilled they 
shall he redelivered to the bailor, or 
otherwise dealt with according to his 
directions, or kept till he reclaims them. 
(Am. and Eng. Encyclopedia of Law, 
2nd Ed., Vol. 8, p. 738.) It is fre- 
quently difficult to distinguish a_bail- 
ment from a sale; but in safe deposit 
transactions, there is no doubt but that 
the pure element of hailment exists, 
and no principle of a sale can be read 
inte the contract. 


ra) 


Degree of Care Required 


HE bailment is one for hire, and, 


therefore, the element of due care 
There are degrees of diligence 
is well as degrees of negligence, from 
the slightest momentary thought to the 
most vigilant anxiety and solicitude. 
The diligenee required in bailments lies 
hetween these two extremes, ordinary, 
extraordinary and slight, depending 


arises, 
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upon the nature of the bailment. Ordi- 
nary diligence is that used by men of 
common prudence in their own affairs; 
extraordinary, that care used by very 
prudents persons; slight, that used by 
persons of less than ordinary prudence 
in their own concerns. 

Where the bailment is for the re- 
ciprocal benefit of both parties, the 
bailee is charged with ordinary dili- 
gence only, and is answerable for or- 
dinary neglect. But the ordinary dili- 
gence required in the case of safe- 
deposit operations would be closely akin 
to extraordinary diligence, inasmuch as 
such diligence would be used by the 
man of good judgment in the safekeep- 
ing of his own valuable property. The 
greater the value the greater the care. 

Inasmuch as the safe-deposit bailor 
undertakes to safeguard millions of 
valuable and easily negotiable property, 
not to speak of precious stones, money 
and gold and silver plate, the very 
nature of the risk requires extraordi- 
nary care, as a matter of good business 
as well as good law. The same legal 
situation arises when a traveller checks 
his grip at the station package office, 
or when furniture is placed in storage; 
but by the very nature of the property, 
less care is necessary to safeguard such 
a risk than obtains in the case of safe- 
deposit operations. Yet the same gen- 
eral principle applies in the event of 
loss. Has the bailee used ordingry 
care? Has he surrounded the property 
with the same safeguards which an or- 
dinarily prudent man would use in the 
care of his own property of the same 
character? 

& 


Safe-Deposit Litigation Rare 


WING to the extreme care general- 

ly used in such operations, cases 
involving safe-deposit transactions are 
rare; but if a case were to be judicially 
decided, it would no doubt hold the 
bailor to the exercise of extreme care, 
first, because it charged for its facili- 
ties; second, because it held itself out 
as affording ample protection; and 
thirdly, it had knowledge of the char- 














482 THE BANKERS MAGAZINE 


acter (but not the amount) of the 
property entrusted to its keeping. The 
risk in the aggregate is not that of 
burglary; for the nature of the vault 
construction is such as to make this 
risk nil; nor is the risk of mob or war 
» vital element. although this is a pos- 
sibility: but the chief peril is that of 
wrongful entry into the box, either 
through lack of care or unwarranted 
legal proceedings. 


2) 


The Mission of the Safe 
Deposit 


HE ehief and only mission of the 

safe-deposit department, or safe- 
d-posit company is, therefore, to keep 
safely those things which are entrusted 
to its care; to protect from burglars, 
invaders, fire and decay; to prevent 
aceess to these not authorized and 
freely admit those entitled to enter. 
This service is as necessary in our 
financial scheme as any of the fune- 
tions mentioned; for there must be a 
place of safe ledgment for the valua- 
ble things of life if ownership is to be 
free from anxiety. The bank can af- 
ford its fire and burglar-proof vault; 
and moreover has use for it. The great 
corporations can likewise afford such 
equipment; but the average business 
concern, housed in rented quarters, 
while needing the protection of steel 
and concrete for some of its valuable 
papers and records, can be adequately 
pretected from fire at a small outlay, 
and needs the more expensive safe- 
guards only to a limited extent. But 
the householder has little or no protec- 
tion at hand for jewels and plate; the 
investor no place to keep stocks and 
bonds; the lawyer no proper protection 
for valuable papers, wills, ete.; the 
author no place for his laboriously- 
produced manuscript. For a few dollars 
a year protection costing thousands and 


adequate to safeguard hundreds of 
millions may be had—the security of 
the little five-dollar box being precisely 


the seme as thrown around the contents 
as a whole. 

Where operated in connection with a 
bank or trust company, the safe-deposit 
feature is a distinct advantage to the 
depositors of the institution. Bonds 
and stocks may be purchased through 
the bond department, if such is oper- 
ated ; otherwise through an official; paid 
fer by check on the banking depart- 
ment, and lodged in the safe deposit 
without leaving the building; and _ re- 
versing the process, coupons may be 
clipped and deposited—a decided con- 
venience. 

As an adjunct to ordinary banking, 
therefore, the safe-deposit department 
is a valuable addition, profitable to the 
bank and convenient to its patrons. As 
a distinct field of activity, it has a 
worthy place in the financial scheme, 
remunerative to the proprietors, useful 
to the public and as necessary as it is 
desirable; for here at least is one place 
this side the Eterna] City where neither 
meth nor rust doth corrupt, nor thieves 
break through and steal. 


Ur 


Impractical Banking 


Q.—Will you please print that if a 
man sees a piece of counterfeit money 
on the walk and does not pick it up as 
he goes by, he can’t be arrested for 
“passing bad money”? 

A.—No, I will not. 

Q.—Do you think every man should 
save up enough to buy himself a good 
farm? 

A.—We asked an old farmer and he 
said the man should—and then do 
something else with the money. 

Q.—Why is money called dough? 

A.—Because you need it so often. 

Q.—A controversy has arisen in our 
bank—who should clip the coupons? 

A.—The cash-shear. 

Q.—Do you think the average bank 
clerk can be trusted with secrets? 

A.—Not if he is a good teller.— 
Bank Notes. 














The Mad Rush to Throttle Enterprise 
or Success’ 


‘‘ Other Governments Encourage Great Undertakings— 
Ours Throttles Them ”’ 





IME was when constructive leg- 

islation was commended.  Pro- 

fessor Woodrow Wilson advo- 
cated it in his Princeton lectures and 
college text books. The least inter- 
ference by legislation with industries 
and individual enterprise, the smallest 
numter of Government officials, the 
largest freedom to business, were the 
exarples offered by the United States 
to the bureaucratic administration of 
France and Germany. The results were 
an enormous growth of manufactures, 
of great railroads and of every kind 
of development of the whole country 
and all its great resources. 

In a few short years a silent revolu- 
tion through destructive legislation has 
worked an entire change in both theory 
and practice. The United States and 
the separate States have rivaled one 
another in creating commissions and 
other agencies with an enormous army 
of irresponsible and inexpert officials. 
Trade and industries of all kinds have 
been crippled and their business threat- 
ened by the ukases issued by all kinds 
of hoards and bureaus, with contradic- 
tory and unintelligible rules. Railroads 
managed with care and skill and sue- 
cess, the admiration of the world, were 
subject to rules laid down by comw- 
missions named by theorists without 
practical knowledge or experience. An 
endless flood of new rules and regula- 
tions and returns put the railroads to 
in enormous expense, without any 
substantial henefit. 

Because some railroad companies had 
made financial mistakes or worse. all 


were branded as unsafe. The issue of 


the Philadelphia ‘Public Ledger.”’ 


new securities was hampered, so that 
railroads could no longer buy equip- 
ment needs for their proper growth 
and the increase of business. Thus, in 
turn, the. great locomotive and car 
builders saw their business reduced. 
The unintelligent rules prescribed for 
manufacturers of all kinds hampered 
their production of staple articles. 

The pseudo-philanthropy invoked for 
hours of labor and the number of train 
hands, put another burden on industry 
and worked hardship alike to employers 
and employed. 

The crusade against trusts, large and 
small, broke up the great enterprises 
that were fast capturing the markets 
of the world, and a new tariff opened 
those of this country to the articles 
made in countries where the Govern- 
ments encourage and are partners in 
the trusts. 

°o 


HATEVER the shortcomings of 
trusts and railroads, the remedies 
prescribed by the recent legislation and 
applied through the newly created bu- 
reaus and commissions, and other de- 
vices for administering these new laws, 
are so much worse than the faults that 
need correction that the suffering public 
is most seriously affected. Labor and 
capital, individual and corporate enter- 
prise, are hit at every turn of the legis- 
lative wheel and by the ignorance of 
the thousands of newly employed set 
to work to turn it. The delicate rela- 
tions of capital and credit are broken 
by men who never had either, snd are 
totally ignorant as to dealing wiih 

them. 
The simple, direct and equal taxa- 

183 








tion prescribed by the great economists 
is set aside for a complicated, confused 
and unequal and unfair income tax 
that no one can master. A burden is 
laid on banks and trust companies and 
railroads to help enforce the income 
tax law, that is not honest on the part 
of the Government. 

After sacrificing a large part of the 
revenue from the tariff, and thus ruin- 
ing promising industries in all parts 
of the country, Congress has enacted 
an income tax, and the Administration 
is trying to enforce it, without any- 
thing more than a guess as to its re- 
turn to the Treasury. 

Instead of the democratic simplicity 
preached by Mr. Wilson as a college 
professor and in his books, there is a 
vast and lavish expenditure of public 
money and a persistent destruction of 
the great sources of national pros- 
perity, individual and corporate enter- 
prise. Nation and States alike are 
legislating into existence an army of 
new officials, armed with inquisitorial 
power and with penalties to enforce it, 
until the honest dealer or manufae- 
turer or railroad is unable to pursue 
his business in safety. Legitimate en- 
terprise is made to suffer beyond en- 
durance, and the country is in danger 
of being impoverished by the burden 
of new and destructive legislation. 

No man can carry on business with- 
out coming in contlict with some of the 
new laws, passed at the suggestion of 
some theorist utterly ignorant of the 
real business with which he is inter- 
fering. Men who have failed in every 
undertaking are put in office to super- 
vise those who have built up large and 
successful business by real ability, skill 
and industry. 
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THER Governments — encourage 
great undertakings—ours throttles 
them. Labor is paralyzed as the result 
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of laws intended to help it. Capital 1s 
deprived of its fair return, and heavy, 
burdensome and irritating taxes are 
levied on both. 

The old rule that that country is 
best governed which is least governed 
is forgotten in the present belief that 
everything that is wrong can be cor- 
rected by a new law. The legislative 
mill grinds out ill-considered ard bad!y 

rawn laws on every possible subject, 
until the country is covered with « nct- 
work of inconsistent laws, under which 
an army of officials, appointed without 
regard to training or efficiency. are let 
loose like locusts to devour the har- 
vests of industry. In their zeal to do 
something, bureaus are quarreling as 
to their power and duties, and the poor 
manufacturer or corporation finds little 
comfort or redress in an appeai to the 
newly created courts and commissions, 
themselves all at sea as to the real 
meaning of the contradictory laws of 
Congress or States, and confusion 
worse confounded injures all business. 

The delicate web of credit grows best 
when left alone, but roughly handled it 
is soon broken. With time it may be 
restored by industry, but every new at- 
tack makes it weaker, and at last it 
disappears, to seek shelter in safer sur- 
roundings. In this country eredit has 
grown to enormous proportions, largely 
owing to the wholesome neglect of the 
Government. Now that destructive 
legislation has attacked it under the 
pretense of regulating it, credit will 
shrink in every quarter, and wili thus 
cripple trade and industry. ignorant 
of the practical value of credil as a 
factor in all industries, our unwise and 
inexperienced legislators, and the Ad- 
ministration that drives them with the 
bribe of offices, will wonder at the 
wretched results of their interference 
with the inexorable laws of supply and 
demand, and of credit and sound 
finance. 
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Export Trade of the United States, 
1903-1913 





XPORTS of merchandise from the 

United States made a greater ad- 
vance during the last ten years than in 
the thirty years from 1873 to 1903. In 
1873 the total exports were valued at 
568 million dollars; in 1908. 1.485 mil- 
lion: and in 1918, 2,484 million-—a 
gain of 917 million in the thirty years 
fron 1878 to 1908, and of approxi- 
mately one billion dollars in the ten 
years ended with December last. 

To this gain of practically one bil- 
lion dollars in foreign sales cf Ameri- 
ean preducts during the decade ended 
with December, raw cotton and miscel- 
lancous manufactures, chiefly of iron 
and steel, copper, wood and mineral 
oil, were the largest contributors, the 
five classes named representing about 
one-half of the total increase during 
the period named. 

The ten leading classes of articles ex- 
ported from the United States in 1913. 
arranged in order of magnitude and 
stated in millions of dollars, are re- 
ported by the Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce, as follows: Raw _ cotton. 
575; iron and steel, 294; breadstuffs, 
203; meat and dairy products, 161; 
mineral oils, 149; copper, 145; wood 
manufactures, 110; coal and coke, sev- 
enty-one: leather and leather goods, 
sixty; and tobacco, raw and manvufac- 
tured. sixty. When to this group are 
added cars and carriages, fifty-cight 
million dollars: cotton geods, fifty-six; 
agricultural implements and machinery, 
thirty-five: fruits and nuts, thirty-four; 
electrical machinery and appliances, 
twenty-eight; chemicals, drugs and 
medicines, twenty-seven; naval stores, 
twenty-two; vegetable oils, twenty-one ; 
paper and manufactures thereof, twen-- 
ty-one ; india rubber manufactures, 
fourteen, and fertilizers, twelve million 





dollars, about ninety per cent. of the 
aggregate exportation of the vear has 
been ‘accounted for. 

taw cotton easily maintained _ its 
leading position in the list of American 
exports. On the other hand, bread- 
stuffs fell from second position in 1903 
to third in 1918; and meat and dairy 
products frem third position to fourth, 
each of these groups having been 
passed meantime by iron and_ steel, 
which advanced from fourth to second 
place during the decade. 

Comparing the figures of 1913 with 
those of 1903, raw cotton exports 
gained 196 million dollars, or fifty-two 
per cent., this being a natural result 
of the world’s increasing consumption 
of cotton goods, for the manufacture of 
which the United States supplies over 
two-thirds of the raw material. Iron and 
stecl manufactures gained 195 million 
dollars, or akout 200 per cent., ma- 
chinery and engines being the largest 
factors. Mineral oils made an advance 
of seventy-six million dollars, or over 
100 per cent. ; copper manufactures, 
101 million. or 200 per cent.; and wood 
and manufactures thereof, fifty-two 
million dollars. or about ninety per 
cent. Breadstuff's barely held their own 
in value of exports during the decade, 
with a gain of three million dollars; 
and but for the marked advance in bar- 
ley, oats and rice would have actually 
declined, since the exports of corn 
fell from ninety-five to forty-seven 
million, and those of wheat from 160 
to 155 million bushels during the dec- 
ade. Meat and dairy products fell in 
value of exports from 181 to 161 mil- 
lion dollars during the period under re- 
view, and cattle from thirty-eight to 
one million dollars. There was no cor- 
responding decrease in production of 
185 











breadstuffs and food animals, and the 
smaller exportations are, therefore, due, 
in large measure, to the increasing pro- 
portion of the population engaged in 
manufacture, transportation and the 
non-productive industries, thus leaving 
a smaller proportion available for agri- 
cultural pursuits. 

Increased exports are common to all 
branches of American manufactures. 
One of the largest gains occurred in 
ears and carriages, which quintupled 
during the decade, chiefly due to the 
rapid development of the automobile 
industry during the last ten years. 
Electrical machinery trebled, cotton 
goods doubled, leather and manufae- 
tures thereof practically doubled, and 
agricultural implements, paper manu- 
factures and naval stores each increased 
about fifty per cent. India rubber man- 
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ufactures are two and a half times as 
great as in 1903; fruits and nuts, about 
seventy per cent. more than a decade 
ago; and proprietary medicines are be- 
ing exported in constantly increasing 
quantities. 

Europe is the primary destination of 
ahout three-fifths of our total exports. 
The total] to that grand division in 1913 
was one and one-half billion dollars, 
and to all other parts of the world, 
about one billion. To North America 
the exports aggregated 601 million dol- 
lars, of which two-thirds went to Can- 
ada; to South America, 147 million, 
chiefly to Argentina and Brazil; to 
Asia, 126 million. of which one-half 
went to Japan and one-fifth to China; 
to Oceania ,eighty-two millions, chiefly 
to Australia and the Philippines; and to 
Africa, twenty-nine million dollars. 


she 


Government Regulation of Railway 
Financing 
By SETH LOW, President National Civic Federation 


T is hard to speak with moderation of 

the financial abuses connected with 
railroad management which have done 
so much to create and to strengthen 
the demand for the public ownership 
and operation of railroads. 

The public has seen railroads loaded 
with charges for the profit of individ- 
uals responsible for the conduct of the 
roads, charges which add permanently 
to the cost of transportation. 

Increases of value, largely created by 
the publie, have heen absorbed entirely 
for private benefit; and all of this has 
gone on upon so great a seale and for 


so long a time as to have cost railroad 
management, to a great extent. but 
often unjustly, both the respect and the 
confidence of the people. It is a case 
where the innocent suffer with and for 
the guilty. 

If Government regulation can sue 


cessfully put an end to these evils no 
doubt private ownership and operation 
of railroads may long continue in the 
United States: but, if Government reg- 
ulation falls short of being as effective 
in these directions as it has fortunately 
been in the ending of rebates, the ten- 
dency toward Government operation, 
despite all its difficulties and dangers, 
is not unlikely to grow, unchecked. 

If the railroads wish to escape public 
ownership they must consent to the 
public regulation, for the future, of the 
issue of stocks and bonds; and it is 
greatly to be hoped that instead of 
placing every imaginable difficulty in 
the way of such legislation, they will 
cordially coéperate to see that effective 
and fair legislation to prevent the repe- 
tition of the abuses of the past is quick- 
ly made a part of the law of the land. 
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Financial Relations of the Firm of J. P. 
Morgan & Co. with the N. Y., 
N. H. & H. R. R. Co. 








OWARD ELLIOTT, chairman of 


the New Yerk. New Haven and 
Martford Railroad Company, recently 
addressed a letter to Messrs. J. P. 
Morgan & Company, asking them cer- 
tain questions as to their fiscal relations 
with the New Haven companies, cover- 
ing the last twenty years, and as to 
their profits in the sale of New Haven 
and allied company securities during 
the same peried. Believing that Chair- 
man Elliott’s inquiries and their 
answers thereto may be of interest to 
the public, as well as to the directors 
and stockholders of the New Haven, 
Messrs. Morgan & Company decided, 
with the censent of the New Haven 
Company, to give out for publication 
the entire correspondence, setting forth 
in detail the information requested. The 
correspondence follows: 

[Copy] 

NEW YORK, NEW HAVEN & HART- 
FORD RAILROAD COMPANY 
Office of the Chairman 

Boston, February 2Ist, 1914. 
Messrs. J. P. Morgan & Co. 

Gextiemen: I have been asked questions 
by our directors and by others about the 
transactions between your firm and_ this 
company, both before and since the fiscal 
agency contract, which was in effect from 
December 19, 1910 to December 4, 1913, 
and which was terminated by notice from 
your firm. 

\n examination of the books of the New 
Haven Company will, of course, show 
these transactions, but as there are a num- 


ber of subordinate companies and inter- 
company entries it would be a convenience 
to me, and would save some time, if I could 
obivin from you a complete statement of 
all transactions of the New Haven road 
' ts allied companies, involving the 
p! : of its securities or the purchase of 
Securities for it, in which your firm or its 
pr ssors, Messrs. Drexel, Morgan & 


Co. have taken part since January 1, 1894. 

In addition to furnishing this information 
it would assist me greatly, although I have 
no technical right to the information, if 
you would be willing to furnish me a state- 
ment showing the profits realized by your 
firm from the sale of securities purchased 
from the New Haven Company or from 
any of its subordinate companies. 

I should also be glad to have a state- 
ment from you as to whether your firm or 
any of its members ever had any interest in 
any properties acquired by the New Ilaven 
Company, such as the Westchester, the 
steam railways, the trolley lines or the 
steamship companies. 

I am also asked certain questions about 
the Millbrook Company, and I should be 
glad if you would inform me about the 
following: 

1. The total amount of advances made 
by your firm to Mr, Oakleigh Thorne or to 
the Millbrook Company. 

2. Whether your firm had any transac- 
tions with the Millbrook Company other 
than for the account and by the order of 
The New York, New Haven and Hartford 
Railroad Company. 

3. Whether there was any profit or com- 
mission to your firm, or any member of it, 
in these transactions, and if so, the extent 
of such profit or commission. 

1. Whether your firm, or any member of 
it, had any interest in any of the securities 
purchased by the Millbrook Company. 

If you are willing to give me the in- 
formation suggested in this letter it  wi.. 
assist me greatly in answering numerous 
inquiries that are made, and T shall be 
under obligations, particularly if you can 
send the information in the near future. 

Yours very truly, 
(Signed) Howarp Exssorr, Chairman. 


[Copy] 
Office of J. P. Morgan & Co. 
New York, March 4, 1914. 

Howard Elliott, Esq., Chairman, 

The New York, New Haven & Hartford 

Railroad Company, Boston, Mass. 

Dear Sir: We are in receipt of your 
letter of February 21st, asking for certain 
information covering our relations with the 
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New York, New Haven & Hartford Rail- 
road Company and its allied companies. 
In compliance with your request and, in the 
comparatively brief time available, we have 
had thorough examination made of all our 
books, the results of which we present here- 
with in the form of various statements, em- 
bracing all our transactions with the New 
Haven Road and its subsidiaries during the 
past twenty years. 

Our relations with the New Haven have 
been of the following character: from 1894 
to 1910 the New Haven generally disposed 
of its securities by selling them outright, 
sometimes to us, sometimes to other houses. 
The securities thus purchased were after- 
wards sold by the purchasers for their own 
account, they taking the risk of profit or 
loss thereon. From December 19, 1910, 
until December 4, 1913, we acted, under 
contract, as the fiscal agent of the com- 
panies. In the course of these twenty 
years, from 1894 to 1914, we took part in 
the handling of New Haven and subsidiary 
company securities of the par value of 
$333,000,000, from which our firm realized 
a total net profit of approximately $350,000, 
all of the foregoing being set forth below, 
in detail. All our calculations have included 
any participations by our _ Philadelphia, 
London or Paris houses. The transactions 
are grouped under two heaaings, viz: 

Scnepute I. 
us either alone or in 
others. 


All securities purchased by 
participation with 


SUMMARY OF 





Total securitv purcha 


Losses realized by us on certain of such purchases 
Total profits accrued to us from all the remainder of such purchases 


Net loss to our firm from the total of such purchases 
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This total profit of $350,265.12 (being at 
the average rate of $17,500 per year) is, as 
aforesaid, the net result to our firms of all 
our transactions with the New Haven and 
its allied companies during the twenty year 
period just ended. We have not received 
from the New Haven or from the compa- 
nies affiliated with it, any compensation or 
profit in any form, or on any other account, 
than those herewith described. 

Answering your specific inquiry, we beg 
to state that none of our firms, nor any 
member of them, ever had any interest in 
any properties, such as the Westchester, 
the steam railways, the trolley lines or the 
steamship companies acquired by the New 
Haven Company or any of its subsidiary 
companies. This broad statement has only 
one exception, the details of which are as 
follows: 


Mr. J. P. Morgan, Senior, inherited 1,222 
shares of the stock of the South Bay Wharf 
and Terminal Company, (being somewhat 
less than one-tenth of the whole), from his 
father, in 1890. Seventeen years later, in 
January, 1907, he was asked to exchange 
this stock for 814 shares of New Haven 
stock, and complied with the request. You 
may be interested in reading copy herewith 
of a letter under date of January 27th, 
1906, addressed to him by Mr. J. C. Cobb, 
explaining the method proposed for arriv- 
ing, through outside appraisal, at a_ fair 
price to the New Haven in the matter. 
From this you will note that not only was 


SCHEDULE IT. 


we in which we narticipated ...cccccccccescccccccscssscee 
Amount of our participation in such purchases............+. 





SCHEDULE 11. 


Section A 


On these transactions total commissions paid 


Being an average commission of less than 
Of this commission, the amount retained by us was 
The balance being paid to others interested with 
All transactions under fiscal agency contract 
December 
cluding Boston & Maine), show!Ing a total of 


Section B. 


ber 19. 1910, and terminated on 


by the company were ..........+: 
3-10th of one per cent. 


4, 1913), for all 


Transactions in which prior to the fiscal agency contract. we acted as 
agent for the company: the total of securities involved in such transactions 
being a par value Of ........cceccceesseces 


$58,851,803.00 





IS SO a ee $148,645.25 
us in the transactions. 

(entered into on Decem- 

companies (in- 


of securities sold for account of the companies. 


Upon which they paid total commissions of .... 
or approximately 5-8 of one per cent. for selling. 
Of this commission the amount retained by us was 


$837,605.00 


$384,980.01 


The balance being paid to others interested with us in the transactions. 


SUMMARY OF SCHEDULES T. 


Schedule I Amount of companies’ 


Schedule II 





Total amount of commissions paid by companies 
Being a little less than one-half of one per cent. 

Total amount of such commissions retained by us , eer 
Net losses realized by us in the outright purchases (see Schedule I.) 


Difference, representing total profit to us...... 


eutright sale of securities 
—~Amount of companies’ securities handled on commission 


AND ILI. 


000.00 
, 803.00 











$533,625.26 
183,360.14 


$350,265.12 
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Mr. Morgan's interest small, but that the 
transaction was carried through without 
participation by him. 

Mittprook Company. We are glad to 
make specific replies to your questions in 
regard to this company. 

(1) We hand you herewith statements 
of accounts from our books showing that 
from October, 1906, to September, 1907, 
we advanced Mr. Oakleigh Thorne, and 
afterwards the Millbrook Company, various 
sums aggregating $11,155,000. All _ these 
advances were made by order, and for ac- 
count, of the New Haven Railroad Com- 
pany. We enclose copy of an official letter 
to us from the New Haven Company, dated 


April 2, 1907, and received about that 
date, in which reference is made to an 
agreement dated December 4, 1906, be- 


tween the New Haven Company and the 
Millbrook Company, and to our advances 
on account of that contract. This letter 
confirms our understanding that all such 
transactions have been and are “for the 
account and benefit of the New Haven 
Road” and furthermore that “that road is 
and will be responsible therefor.” We 
hand to you also a list of the securities 
against which advances were made, such 
securities having been finally turned over 
to the Millbrook Company under _in- 
structions of the New Haven Company. 
(2) None of our firms, nor any member 
of them, had any transactions with the 
Millbrook Company other than those for 
the account, and by the order of, the New 
Haven Company, as set forth in the state- 
ments of accounts furnished you herewith. 
(3) In none of these transactions was 
there any profit or commission to our firms 
or to any member of them. The New 


he 


S 


U 


et) 


489 


Haven Company opened with us an account 
which was designated as its “Account No. 
2”. In this account the company deposited 
from time to time (over $8,000,000 of the 
total prior to February, 1907) moneys to 
reimburse us for our advances for its 
account to the Millbrook Company. We 
enclose statement of that account, showing 
that any interest paid by Mr. Thorne was 
credited to the New Haven Company’s 
“Account No. 2”; and that we received no 
interest upon advances made. 

(4) The securities thus purchased by 
thy Millbrook Company represented the 
ownership of those enterprises which after- 
wards became what is known as the New 
York, Westchester & Boston Railroad Com- 
pany. None of our firms, nor any member 
of them, had any interest in the Millbrook 
Company, or in any of the securities or 
property purchased by the Millbrook Com- 
pany, or received any advantage from such 
purchases. Nor had we any interest of 
any kind in any of the enterprises or prop- 
erties which in any way became a part of 
the New York, Westchester and Boston. 

Derosits. From the year 1903, when the 
first deposit account was opened with us, 
the companies have had with us total bal- 
ances averaging for the eleven years, about 
$1,415,000 (subject to draft) on which we 
have paid interest at two per cent. 

We believe the foregoing covers all the 
points as to which you ask us. Should any 
point not be clear to you, or should you 
desire more detailed information on any 
point, we shall be very glad to give you 
explanation or further information you 
desire, 

Yours very truly, 


(Signed) J. P. Morcan & Co. 


Commends THe Bankers MAGAZINE 


RITING under date of February 

26, John Burianek, Jr., president 
of the Peoples Savings Bank, Cedar 
Rapids, Iowa, says: 

“T am very much interested in what 
appears in your MaGazine. Your Feb- 
ruary issue contains a good article by 
Mr. Morehouse of the German-Ameri- 
can Trust and Savings Bank of Los 
Angeles, 

“[ agree with Mr. Morehouse that 

i splendid thing to go after closed 
ints, as when you once get the 
* on your ledger you really have 


something to work on, and we main- 
tain quite a campaign in this direction. 


* * * * * * & * % 


“Cedar Rapids can boast of having 
a Jarger percentage of people with szv- 
ings bank accounts in proportion to its 
population than any other city of its 
size. Aside from this the school chil- 
dren are saving their money with the 
result that at least fifty per cent. of the 
children have bank accounts. 

“T find your publication of more in- 
terest each time I get a new issuc.” 
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N constracting a banking building, 
as a general rule the matter of first 
importance is not the securing of 

revenue by providing office space for 


ih) 


. itself. 


rental, but to furnish adequate and 
properly-arranged space for the bank 
Whatever quantity of space 


available, unless properly 
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alone is conversant. Codéperation be- 
tween the bank’s officers—not forgetting 
the employees—and the architect will 
generally assure the best results. There 
are banks having large numbers of sav- 
ings depositors who frequently throng 
the building, particularly at the “‘inter- 
est periods,” and this requires a large 
publie space. On the other hand there 
are banks doing an equally large busi- 
ness. but of an entirely different char- 
acter, where but little public space is 


necessary. These are matters for in- 
dividual treatment. 

Some particularly good bank floor 
plans are shown on accompanying 
pages. Both the bank floor and the 
basement of the new Marine National 
Bank of Buffalo, N. Y.,. are given, and 
the floor plan of the main banking 
room of the First National Bank, Los 
Angeles, Cal., in the new Van Nuys 
Building are shown. The latter was 
fully described in this department in 
the March number, page 368. 


ay 


‘Federal Reserve Act a Great Step Forward 


ISCUSSING the new Federal Re- 
serve Act before the Common- 
wealth Club of California at San Fran- 
cisco, Mr. F. L. Lipman, vice-president 
of the Wells Fargo Nevada National 
Bank of San Francisco, said: 

“The act must command all the sup- 
port that can be given it by bankers and 
business men. The Federal Reserve 
3ond and the directors of the local 
Federal Reserve Bank are to be upheld, 
conservatism to be encouraged, and the 
act not expected to solve the problems 
of each individual citizen. The act is a 
great step forward in American finance. 


It provides a coéperation in banking as 
to matters of the common good without 
destroying that immediate competition 
which tends to improve service and to 
work towards constructive progress. It 
is not a charitable organization, al- 
though it should confer benefits directly 
and indirectly upon all. This it will 
do, hewever, in accordance with the true 
office of banking, by helping the effi- 
cient, who are carrying on the success- 
ful activities of our economic life and 
who, in turn, necessarily share their ad- 
vantages with all the rest of us.” 


Us 


PHS 


Why He Favors Deposit Insurance 


NE of the notable figures in the 

United States Senate is Hon. 
Knute Nelson of Minnesota. Speaking 
in the Senate recently on the banking 
and currency bill, he gave these rea- 
sons in support of the proposal to in- 
sure bank deposits: 

Perhaps I am influenced in favor of the 
proposed plan of insurance because of an 
early experience I had in these matters. I 
cannot help telling it to my colleagues on 
this floor. When I was a law student, after 
returning from the army, I managed to 
sive up $500. I got that much ahead. I 

(tan old rickety buggy, an old horse that 
would balk at times; I had a cow, and I 


had a wife and a child. Those were all my 
possessions. There was a bank in the city 
of Madison, where my friend, one of the 
Senators from Wisconsin lives, called the 
Farmers’ Bank. To me all banks were 
alike; a bank was a bank; but to me, espe- 
cially, as I was a farmer boy fresh from 
the country, the idea of a farmer’s bank 
was something grand, and it appealed to 
me, so I put my $500 in that bank. But, 
Mr. President, in three months all I had 
left was my wife, my baby, the old balky 
horse, the buggy and the cow. [Laughter.] 
Ever since that experience, Mr. rresident, I 
have always felt that depositors should be 
protected. and I have labored for years in 
the direction uf bringing about legislation 
for the protection of depositors. 











Banking Publicity 





Conducted by 


T. D. MacGREGOR 





Pertinent Points 


Advertising Suggestions for Banks 
Seeking New Business 
ET'TING STEADY SAVINGS 


DEPOSITORS—Securing _ the 

initial savings deposit is not 
more than half the battle. When you 
get the account opened try to keep it 
an active and growing one. Bend your 
energies toward getting a large number 
of weekly depositors. 

Accessibility of Officers—If the Na- 
tional City Bank of New York, the 
largest bank in the country, has its of- 
ficers’ quarters out in plain sight from 
the lobby and makes it easy for anybody 
them who has any legitimate 
business to do so, we think any other 
bank can profitably do likewise. 

A Bank House Organ—A little 
monthly paper or magazine issued by 
the bank is a splendid advertising idea 
as it affords a freedom and continuity 
of interest which it is difficult to obtain 
in any other way. As a rule, it is not 
advisable for a bank to try to get out 
its own paper. You can get a better 
and cheaper “house organ” of this 
character by obtaining the exclusive 
privilege of using in your commu- 
nity a good syndicate magazine. 


to see 


Window Displays—In our opinion, 
most banks are overlooking a good op- 


portunity to get new business by not 
making more use of their bank win- 


dows for appropriate placards or dis- 
plays. If you use street car advertis- 
ing, have one of the car cards displayed 
in the window. Have your bank em- 
blem on the pane. Have an occasional 
exhibit of currency, old coin, ete. Show 
some booklets you are giving away. 


There are scores of dignified but effec- 


196 


tive ideas which will occur to 
you give this matter a thought. 

Monthly Statement  Enclosures— 
When you return your depositors’ can- 
celed vouchers with their monthly state- 
ment, why not enclose with them a little 
printed folder—-a different one 
month—calling special attention to some 
feature of your service? You get a 
good circulation in this way without 
cost for addressing or 
postage. 


you if 


every 


envelopes, 


Prize Offers to Savings Depositors— 
Newspapers frequently conduct puzzle 
contests or other schemes to increase 
their circulation. When a newspaper in 
your community conducts such a contest 
why not offer an additional prize of, 

say, $25.00 in case the winner of the 
newspaper contest is a savings depos- 
itor in your bank, and give contestants 
until a day or two before the news- 
paper contest closes to become depos- 
itors if their names are not already on 
vour books? 





A Success Habit 


There is nothing uew in the statement 
that man is a creature of habit, but have 
you ever thought of this in connection 
with saving? 

Start tue habit of withholding a part 
of every item of income you receive and 
deposit it at 4 per cent compound inter. 
est in the Merchants National Bank and 
you will find yourself going to the hank 
with your weekly deposit almost as auto- 
matically as you put the same shoe ou 
first every morning 


Merchants National 2 Bank 
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PENN 


NATIONAL BANK 


AN 
OPPORTUNITY 
AWAITS YOU 


as a business man at 
this time to meet the 
changing conditions of 
business and to have 
your banking connec- 
tion in accord to meet 
that change. The new 
banking system is be- 
ing set in shape; and if 
you have not consider- 
ed your many advan- 
tages, stop in and the 
officers of “Penn” will 
gladly welcome you. 


MARKET AT SEVENTH 
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NATIONAL BANK 


THOROUGHLY 
ALERT AND ALIVE 


to the development of 
the present age will 
give you a distinct ad- 
vantage over your 
competitor who ad- 
heres to a system 
which has served its 
purpose. Business 
Banking on a business 
basis, nationalized un- 
der the new currency 
laws to meet a new 
condition arising 
through changes in 
our moral and business 
life. Penn wants the ac- 
counts of men who are 
awake to the new con- 
dition. 

MARKET AT SEVENTH 
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Codperation of Employees—Are you 
sure that all of the working force of 
your institution are familiar with the 
advertising you are doing and are they 
ready to back up the advertising by 
helping you to fulfill the promises of 
service you are making to the public? 
This is important if you want the best 
results from vour advertising. 

Number of Deposits—If you are 
particularly proud of the number of 
your depositors, occasionally publish an 
advertisement stating the number and 
if you are making a good monthly net 
gain in the number of accounts state 
that, too, unless vou don’t want com- 
peting banks to know. 

For Household Accounts—If you 
care especially for this class of busi- 
ness, why not enter in the pass-books 
of all private accounts—household and 
all other accounts not of a commercial 
character—a_ detailed statement of 
checks drawn each month. The books 
would thus show at a glance not only 
how much money has been withdrawn, 
but on what date each payment by 
check was made, to whom, and for 
what amount. In a word, you become 
your depositor’s bookkeeper. 

A Bulletin Board Idea—A country 
bank might well put up a blackboard or 
bulletin board in its lobby and invite 
farmers to use it as a ‘Farmers’ Ex- 
change,”’ that is, let them post notices 
there of articles for sale or exchange. 
It would tend to make the bank more 
than ever the farmers’ town headquar- 
ters. City banks can use the bulletin 
board for the posting of such notices as 
would be of interest to depositors, of 
which there would be many. 

Newspaper Codperation—Get some 
extra advertising value out of your 
local newspaper whenever you can. We 
know a case where the editor took a 
paragraph from a bank advertisement 
and used it as a text for an editorial 
on thrift. The Dexter Horton Trust 
and Savings Bank, Seattle, got into 
the news columns favorably by cutting 
down an exorbitant undertaker’s charge 
against an estate of which it was ad- 
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ministrator, the reduction being up- 
held by the court after a suit. When 
you have an anniversary, move into new 
quarters, or for any reason publish an 
unusually iarge advertisement, it is a 
good idea to let the newspapers give 
you a little free write-up. In most 
cities the newspapers are glad to do 
this on the merits of the case without 
consideration of the advertising in- 
voived. Just give the reporter or edi- 
tor the necessary coéperation. By the 
way. is one of your local newspapers 
using the weekly free “Talks on 
Thrift” editorials prepared by the edi- 
tor of this department and sent out by 
the Savings Bank Section of the Amer- 
ican Bankers Association? 
Bargain Day on Saye Deposit Boxes 
If you have more vacant safe deposit 
boxes than you ought to have, why not 
occasionally do as your local merchants 
do and have something like a bargain 
sale? We know one bank that got good 
results by advertising to rent a limited 
number of boxes “for two years at the 
price of one year,” looking to long con- 
tinued renewals to make up the initial 
However, the bank really had 
everything to gain and nothing to lose, 
as the boxes were empty, anyway. 
Agricultural Contests-—Consider the 
plan of conducting some kind of a prize 
contest to encourage intensive agricul- 
ture in your section. Corn growing, to- 
bacco growing, potato growing contests 
—all have proved good advertising for 
banks which have conducted them. 
Getting the First Dollar—A_ cheap 
and effective way to help prospective 
savings depositors is to provide them 
with a strong envelope suitably printed 
and carrying some such suggestion as 
this: “Place a dollar in this envelope, 
write name and address on the 
back, enclose and seal it in another en- 
velope properly directed and mail it to 
this bank. We will place the dollar to 


loss. 


vou 


your credit, opening an account for you 
and giving you a pass-book as soon as 
you come in personally.” 

lL Letter to New Parents—-When a 
new baby comes to town write to its 
parents and suggest the advisability of 





THE BANKERS MAGAZINE 


starting a savings account for the child, 
taking pains to explain that compound 
interest will double the money by the 
time the child is old enough to go away 
to school or start in business. 

Present Customers- 
Your present customers are, or ought 
to be, your best friends. Do something 
to develop them. Encourage them to 
use more of your facilities. Stimulate 
dormant accounts. Rent safe deposit 
boxes to depositors. A good series of 
letters or booklets will have a wonder- 
ful effect along this line. 


Developing 


Special Suggestion—Make an annual 
appropriation for your bank’s adver- 
tising, plan a consistent campaign, and 
having put your hand to the plow, don’t 
turn back. 


mm 
TOR 


Article by Mr. Wilson 


R. EDWIN BIRD WILSON, 

manager advertising department 
of the Bankers Trust Company, New 
York, had a thorough and interesting 
article in a recent Printers’ 
Ink, entitled: “Progress of Advertisers 
Who Must Be Cautious to Win.” 


issue of 


- 


Advertising That Paid 
REPORTER for a Cedar Rapids, 


Ia., paper interviewed the cashier 
of the Central State Bank of that city 
concerning its advertising success man- 
ifested by the fact that at the end of 
three months of business the bank had 
over 1,000 depositors and deposits of 
$250,000. The cashier said: 

“We started in to advertise heavily 
two days after Christmas, and every 
dollar that we have spent on advertis- 
ing has brought us back two. If any- 
one ever told me that advertising was 
a big scheme to get the money, I would 
reply that he would have to show 
some figures better than the ones that I 
have.” 


He went on to state that he believed 
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that over 600 of the accounts which 
had been opened during the previous 
month were brought as a direct result 
of advertising, and that when the bank 
opened its doors, he had planned on 
having about $150,000.00 in deposits at 
the time of which he spoke, but that 
advertising had brought results up to 
%250.000.00. These accounts include 
both savings accounts and checking ac- 
counts. 


ay 


Lawyers and the Trust 
Company 
Efforts at Coéperation Between Them 


NE way for a trust company to 

get the help of attorneys is shown 

by the Chicago newspaper advertise- 
ment reproduced herewith. 

The Union Trust and Savings Bank 

of Spokane, Wash., issued a handsome 

booklet. “The Attorney and the Union 








OY business 
y—> >~ comes trom 
attorneys who do not 
it} care to assume the fi 
nancial responsibility 








| | of handling an estate. 
| or feel that a trust 
| company is better e¢- 


iH quipped to do so. We 
| suggest that you see 
i your own atto 


about making a will 
| and this com. 
pany executor and 


trustee 
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Trust,” and sent it out with an enve- 
lope filled with blank cards of introduc- 
tion to the officers of the bank, and this 
letter: 


Dear Sir: 

Desiring to leave no further doubt as to 
our attitude in dealings with attorneys who 
direct business to this institution, or who 
recommend its appointment as _ executor, 
trustee or in any fiduciary capacity, we 
have prepared a little brochure setting forth 
our position in this respect. For your in- 
formation, we are pleased to enclose a copy. 

Besides placing ourselves squarely on rec- 
ord as to policy, this brochure points out, 
furthermore, a few of the many ways in 
which a good Trust Company can directly 
benefit the lawyer and how reciprocal 
coéperation of the two may be fostered 
with mutual benefit. 

Anticipating that you may have occasion 
from time to time to refer to us some of 
your clients in need of our service in one 
or another of our trust capacities, we are 
enclosing a few introductory cards for your 
desk, and the management will esteem it a 
favor if you will be kind enough to make 
use of these as opportunity offers. 

Anyone presenting one of these cards 
signed by yourself will, we assure you, 
receive special courtesy and attention, and 
any legal business resulting will be handled 
through your office. 

Yours very truly, 
W. J. Kommers, Vice-President. 


A New Idea 


“A Safe Keeping” Instead of a “Safe 
Deposit” Department 


HE National Shawmut Bank of 
Boston for some time has had as 
part of its equipment a Safe Keeping 
Department which takes entire charge 
of the securities of its depositors. 
Under this system dividends and cou- 
pons are credited to the various ac- 
counts as well as the principal of bonds 
when called for the sinking funds. 
With the passing of the income tax 
law this department has assumed addi- 
tional duties. The necessary certificates 
of ownership for coupons on bonds 
held in safe keeping are filled out and 
sent to each depositor for signature, so 
that no annoyance or delay is occa- 
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sioned. The bank may also be appoint- 
ed the agent of the depositor, making 
it unnecessary under the Treasury reg- 
ulations for the depositor to do any- 
thing at the interest periods. All forms 
are automatically filled and coupons 
credited. Although this does not obvi- 
ate the necessity of filing certificates 
of ownership with the coupons it makes 
the bank rather than the individual 
responsible for these details. 

The security of the bank’s vaults is 
afforded to everything so left in its 
charge, and the confidential nature of 
the business involved is protected 
through the character of its bonded 
clerks. Where the bank balance of 
the customer bears a proper ratio to 
the work involved no charge is made. 


Keeping the Public in Mind 


By E. S. Kellogg, Cashier The City 
Bank, Syracuse, N. Y. 


UR Secretary of State, Mr. Bryan, 

who is the owner of “The Com- 
moner,” Lincoln, Neb., once said in 
connection with newspaper advertising, 
“A business concern that does not ad- 
vertise is like a fellow who throws his 
girl a kiss in the dark. She knows he 
is there, but she does not know what 
he is doing.” 

Probably the fellow would rather 
have it dark. He may not then have 
wished to advertise what he was doing. 

Mr. Bryan evidently did not think 
of this, for he is a born advertiser, both 
commercially and personally. As a 
personal advertiser he is perhaps sec- 
ond only to Theodore Roosevelt. 

In writing advertising the advertiser 
is constantly appealing to the public, 
and thus necessarily keeps the public 
vividly in mind. He strives to see his 
business from the public standpoint. At 
the same time he cannot heip but see 
himself also from the public standpoint 
and feel that in putting his personality 
into his advertising he is exposing him- 
self to public examination. 





Washington's 


pert of the country 
THE CITY BANK of 
onned by repre 
senting every pert of tins comumuaty 
which the beak serves. — 


THE CITY BANK 


Assets Over Two and One-half Millions 














ONE OF MR. KELLOGG’S ADS 


In the consideration of  adver- 
tising mediums I wish to state posi- 
tively my belief that general messages 
to the public should be given through 
the newspapers or other mediums which 
reach the public at large rather than 
through matter sent by mail. On ine 
other hand, mail advertising has _ its 
own field, in my opinion; namely, that 
of sending a direct personal message 
where, through acquaintance or special 
interest of the person addressed, the 
message is to fall on particularly fer- 


tile ground. 


The Smaller Bank 


It Has Advertising Talking Points 
Not to Be Overlooked 


A SMALLER bank sometimes feels 

at a disadvantage in advertising. 
But it has talking points because there 
seems to be more or less truth in the 
statement made by Roger W. Babson 
in a recent article in the “Saturday 
Evening Post” to the effect that a 
younger institution often offers a much 
better opportunity to the young busi- 
ness man for getting accommodation 
than the old institutions that have been 
established a great many years, on the 
principle that it is better for the be- 
ginner in business likely to want ac- 
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commodation to seek a bank long of 
funds and short of friends rather than 
one short of funds and long of friends. 


® 


How to handle this situation in an 
advertisement is shown by the Puget 
Sound State Bank, of Tacoma, Wash., 
which advertises: 

IT IS LOGICAL 


that a fast growing, medium sized bank 
with ample capital and firm foundation 
would be in position to give your business 
the best attention. 

This bank pays 4 per cent, on savings 
and never refuses to accommodate cus- 
tomers on right basis. 


© 


The American Exchange Bank of 
Superior, Wis., goes at it like this: 


This is not the oldest bank in Superior. 

It is, however, old enough and_ has 
passed through sufficient financial storms to 
prove the wisdom of its management and 
its absolute safety. 

It may not be the strongest bank in 
Superior, but no bank is stronger. 

It is not the largest bank in Superior, 
but it is large enough and strong enough 
to amply care for the wants of its cus- 
tomers. 

We make no claim to being better than 
some of our neighbors—we are, however, 
proud of the history of the American Ex- 
change Bank—a history which demonstrates 
that it has followed a wise and sane course 
and proves its strength and its safety which 
has always been coupled with a liberal and 
sensible policy. 

Its growth has not been phenomenal—it 
has heen continuous, steady, legitimate and 
satisfactory. 

Many are inspecting our new quarters 
and our modern safes and vaults. 

We shall be pleased to see YOU. 


©) 


The way a big bank combats the 
ideas just advanced is shown by this 
advertisement of a Toledo bank: 

A MISTAKEN IDEA. 


Because this is a “big” bank, handling 
tens of thousands of dollars every day, 
some people think we do not want to be 
bothe red with their “small” accounts. 

rhis is distinctly a mistaken idea. We 
wil weleome your account, however small, 
end will give it as careful attention as the 
largest on our books. Bring in whatever 


you have and make the start to-day. You 
will soon be convinced of the frank friend- 
liness and helpful coéperation existing be- 
tween this bank and its thousands of de- 
positors, 
SECOND NATIONAL BANK, 
The Strongest in Northwestern Ohio. 
Capital, Surplus and Undivided Profits, 
$2,600,000.00. 


au 


Some Good Points 
Ideas Brought Out In Letters of 


Correspondents 


JHN A. RAUP, cashier of the City 

Bank of Portage, Portage, Wis., 
writes: 

“T have spent considerable time in 
the last two weeks with your book, 
‘Pushing Your Business, and I am 
very much pleased with it. 

“There is only one point that I did 
not find covered, and that is the follow- 
ing up of closed accounts—either 
checking or savings. I find that, if 
we do not follow up these very closely 
here, there is many a checking and sav- 
ings account that we would lose, for 
the reason that the people become en- 
thusiastic and start saving, and then 
through some little mishap or misun- 
derstanding, they close their account, 
and I have always found that a two- 
cent stamp spent in writing these 
people a very nice letter, expressing 
our regrets at seeing them close their 
account and showing our willingness to 
explain anything that they did not quite 
understand, usually had the desired ef- 
fect of bringing them back into line. 
We are thus able to make our adver- 
tising show a much more steady growth, 
and I believe every bank should do this, 
for the reason that everyone of these 
accounts has cost good, hard money 
spent for advertising, and the loss of 
an account is certainly the loss of some 
money, as I have usually found, no 
matter how small they are, that they 
are a good asset. I am always glad 
to nurse them along and have them 
come to the bank with their small sav- 
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ings, for in the course of a little time 
they work along to a point where they 
are good accounts to have.” 

W. W. Cook, cashier of the Peoples 
Trust and Savings Bank, Clinton, 
Iowa, writes: 

“Your letter of February 7th is re- 
ceived and has been carefully read. The 
writer is glad to know that in a gen- 
eral way my criticisms have some 
foundation from your _ standpoint, 
which leads me to believe that I am 
getting at least a little knowledge in 
bank advertising. 

“T fully agree with you that most 
people are susceptible to at least a 
little flattery, although I think that a 
strong point expressed in simple lan- 
guage is most effective. 

“I believe the mistake of most bank 
advertisers is that they make a strong 
effort to put in too much matter. This 
practice. I believe, is of little avail, for 
there is always a limit to the amount 
that persons will read in any adver- 
tisement, therefore the short one is read 
and digested really before they know it. 

“It may be possible that I did not 
make my meaning entirely clear re- 
garding the giving of general advice. 
My exception to your wording was ow- 
ing to the fact that you stated that 
some action on the part of humanity 
was their own fault. This, of course, 
is most true, but as a rule people dis- 
like to have their attention called to 
their own shortcomings.” 


mH 


ad 


‘** Advertising and Selling ”’ 


An Excellent New Book on Adver- 
tising 


S66 ADVERTISING AND SELL- 

ING,” by Harry L. Holling- 
worth, instructor in psychology in Co- 
lumbia University, is in reality a com- 
bination of scientific experiment and 
business experience, as it is published 
by the Advertising Men’s League of 
New York city, which coéperated in its 
preparation. 


Thus as the book has resulted from 
the coéperative attempt on the part ot 
a group of practical business men and 
one or two individuals whose interests 
were scientific, to formulate and sys 
tematize those facts and laws which 
relate to the processes of appeal and 
response in the selling and advertising 
of goods, and to undertake new investi- 
gations which might result in the dis- 
covery of new facts and_ principles 
with both practical and scientific inter- 
est, it has a special interest to bank 
advertisers. 

The book renders serviceable the ac- 
cepted facts, laws and methods result- 
ing from a wide study of human na- 
ture and human behavior. The volume 
contains a mass of suggestive material 
carefully worked out with a view to 
producing actual results when put to 
practical use. 

Price by mail, $2.16. D. Appleton 
& Company, publishers, or can be ob- 
tained of the Bankers Publishing Co., 
New York. 


in in? 


ae 


How Banks Are Advertising 


Note and Comment on Current 
Financial Publicity 


HE German American Trust and 

Savings Bank of Los Angeles re- 
cently published in the newspapers a 
very striking advertisement of its safe 
deposit department. It was illustrated 
with a cut of the gigantic door of its 
vault and the headline was the state- 
ment, “5,647 Admissions to our Safe 
Deposit Vaults Last Month.” 


10) 


The Peoples Savings Bank and 
Trust Company of Moline, Ill., ad- 
vertises on mile posts around that city. 


) 

The State Bank of Evanston, III., is 
advertising that it will open a savings 
account with a one-dollar deposit for 
every baby born inside the town limits. 
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Single Men Ought To Save 


because the expenditures which most unmarried 
men make for the real substantial necessities of life 
do not use up more than haif of the wages or salattes 
they réceive, after they have established themselves 
and proved their value in any line of employment 


If you are in this clase and don’t save and de- 


posit in a good bank like the Llinois National Bank, 
it is your own fault. 


The Illinois National Bank 


Of PRORIA. 


c ER, Cashier. 
Cc J SEEHAAS, Asst. Cashier 
T. H FUCHS, Asst. Cashier. 


LET NO GUILTY 


The suggestion is also made to the 
parents of each baby that an amount 
corresponding to the age of the baby 
be deposited on each birthday. The 
Merchants National Bank of St. Paul, 
Minn., the City Bank of Portage, Wis., 
and the Security State Bank of Che- 
halis, Wash., are among many other 
banks that are trying similar plans. 
The Federal Title and Trust Company 
of Beaver Falls, Pa., got out a 
“Mother Book.” 
© 


“Americans” is the name of an ex- 
cellent little monthly house organ now 
issued by the American Trust and Sav- 
ings Bank, Birmingham, Ala. “How’s 
the Family?” is a good thumbnail book- 
let for the Savings Department. 


¢ 


® 


The Fort Snelling State Bank of St. 
Paul, Minn., has a plan to furnish in- 
dustrial concerns in its vicinity with 


special interest-bearing _ certificates 
of deposit to be put into pay envelopes 
as part of the wages, wherever the 


Workman agrees to such an arrange- 
ment. 


® 


The Wood, Putnam & Wood Com- 
pany have prepared an especially in- 
cresting and effective series of adver- 
Usements for the American Trust Com- 


+ 











@® Married Men @ 
T Ought to Save Money “=” 


Because they must make provision for oth- 
ers as woll as themselves, at a time when 
their earning capacity will be lem than at 
present 

Inasmuch as the cost of living advances 
tm close ratio to the individual's increase in 
income, H is only the part of wisdom to oper 
@ savings account at the NORTHERN STATS 
BANK and regard depositing . certain 
amount at certain periods an obligation to 
be met without fail. 


We allow Four Per Cent compounded 
quarterly 








Northern State Bank 


eee Grand Forks 








MAN ESCAPE 


pany of Boston, on “How to Read a 
Bank Report.” ‘They ran in the Bos- 
ton newspapers and caused considerable 
favorable comment on account of their 
strength and clearness. 


© 


“ “Bill,” the Story of a Busy Life,” 
by Irvin S. Cobb, is a witty autobiog- 
raphy of a dollar bill and it is being 
sent‘out in booklet form by the East 
Brooklyn Savings Bank of New York. 


© 


The First National Bank of Bren- 
ham, Texas, is conducting its second 
annual corn contest, offering $57.50 in 
five prizes. 

© 

A full newspaper page of solid ten- 
point type made up an_ impres- 
sive advertisement of the Federal Title 
and Trust Company of Beaver Falls, 
Pa., a few weeks ago. It dealt princi- 
pally with the Savings Department. 


© 


The Corn Exchange Bank of New 
York city, for its Foreign Exchange 
Department, issued a folder printed on 
a long narrow strip and ornamented 
with cuts of ocean liners. It gave dates 
of proposed sailings of ocean steam- 
ships from New York, covering a period 
of several months. 
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A new variant of the pay envelope 
idea is being used by some city banks. 
In the larger centers quite a business 
has grown up in the resharpening of 
safety razor blades, despite the ad- 
monitions of the manufacturers who 
want to get as much out of the public 
as possible that their blades are “not 
to be resharpened.” In any event, the 
blades are resharpened and returned 
to the owner through some convenient 
drug store or cigar stand, enclosed in 
smal] manila envelopes. Enter the ad- 
vertising bank which agrees to furnish 
the envelopes for this purpose provided 
they carry the advertisement of the 
bank. 


® 


The Union Trust and Savings Bank, 
Spokane, Wash., Carl W. Art, publicity 
manager, gives away a real estate own- 
ership map of the city. It advertises 
it by sending out postcards with this 
message, in imitation handwriting: 

The 1914 “Ownership Map” is ready. It 
shows actual owners of downtown property 
as of January Ist. Kindly call at the 
mortgage window for your copy—or we 
will deliver it if you wish. 

UNION TRUST AND SAVINGS BANK 


© 


The “A. B. A.” cheques are attrac- 
tively advertised in a large catalogue 
issued by the Bankers Trust Company 
of New York. All the advertising for 
the year is outlined, and E. B. Wilson, 
manager advertising department, 
writes: 

The “A. B. A.” Cheques will be adver- 
tised extensively during 1914 in leading 
magazines of large national—and_ interna- 
tional—circulation. The best people in your 
own town or city buy these magazines and 
will read our advertisements, which at- 
tractively set forth the advantages of “A. 
B. A.” Cheques and always urge the reader 
to “Get Them At Your Bank.” 

You can profitably connect your bank 
with this big publicity campaign, by doing 
a little advertising of “A. B. A.” Cheques 
in your own way—locally. To help you do 


this, the Bankers Trust Company has had 
prepared attractive signs and hangers for 
your banking room; beautiful colored lan- 
tern slides for advertising in “The Movies,” 
handsome post cards and booklets, and— 
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cuts 


perhaps most important—newspaper 
for advertising in the local papers. 

This catalogue is intended to set befor 
you in handy, readable form, what Bankers 
Trust Company is doing by general pub- 
licity to popularize the “A. B. A.” Cheques 
and what it stands ready and willing to do 
by way of coéperating in your local ad- 
vertising. 

Whenever we can serve you, by supplying 
the aids to sales mentioned in this cata- 
logue, or by offering suggestions in regard 
to advertising the “A. B. A.” Cheques in 
your community, please call on us. 


® 


“Bank Loans to Manufacturers” and 
“Have You Made Your Will?” are two 
good booklets written by Frank C. 
Mortimer, cashier the First National 
Bank. Berkeley, Cal. The former was 
issued by the Oakland Chamber of 
Commerce and the latter by the Berke- 
ley Bank of Savings and Trust Com- 
pany. 

1) 


Samuel M. Jackson, manager of the 
Bank of California, N. A., Tacoma, 
Wash., sends us a gold-embossed book- 
let containing a brief history of the 
discovery of gold in California, and 
the organization and growth of the 
Bank of California. 


‘O} 


FE. L. Bickford. cashier of the First 
National Bank, Napa, Cal.. writes: 


In my old bank (then a private bank) 
about twelve years ago I put the first bank 
advertisement (outside of stereotyped 
cards) ever printed in this town. We were 
working hard then to get our first $100,000 
in deposits. Our banks (national and 
savings) which have grown out of this 
business now have nearly $1,500,000 in de- 
posits. 


© 
The Cleveland Trust Company, 
Cleveland, Ohio, under the heading 


“Safety First,” published a series of 
safety rules numbered consecutively. 
Among the safety rules are: “Continu- 
ous daily audit,” “Joint control of se- 
curities and cash,” “Same policies for 
main office and branches,” “Prohibiting 
loans to its own directors and officers.” 
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It is a very unusual plan, to say the 
least. which the Salt Lake Security and 
Trust Company advertises thus: 


8 FREE TO SCHOOL CHILDREN. 


Every tenth boy or girl under the age of 
twenty years opening a savings account of 
$1 or more with this institution up to and 
including March 30, will receive an extra 
credit of five dollars on such account. 

We pay four per cent. interest on sav- 
ings and compound the interest twice a 
year. 


® 


The Durant, Iowa, Savings Bank 
earried out a similar plan on opening 
its new building, advertising as follows: 


WE WILL GIVE AWAY $17.50 ABSO- 
LUTELY FREE ON OPENING DAY. 


The person making the largest deposit on 
that day will receive $10 in gold; the sec- 
ond largest, $5, and the third, $2.50. 

Music from 1 p. m. to 4 p. m. Flowers 
for ladies, cigars for gentlemen, souvenirs 
for all. 


© 


I.. W. Lovell, assistant cashier the 
Lovell State Bank, Monticello, Iowa, 
writes: 

The enclosed letter, accompanied by a 
statement of the condition of the bank, was 
recently sent by us to our customers, and 
we would appreciate your criticism of 
same. 

Our idea in sending this letter, aside from 
informing our patrons of the bank’s condi- 
tion and thanking them for their patron- 
age, was to influence them to bring checks 
drawn on other banks here to be cashed. 
Do you think the letter accomplished its 
purpose ? 

The form letter follows: 

Dear Sir: 

\ few words fitly spoken by a customer 
of this bank to a friend who may be hesi- 
tating as to where to deposit his money, has 
more weight than many advertisements. 

We feel that the satisfactory volume of 
business, which has given this bank its pres- 
ent excellent condition, is largely due to 
your codperation and patronage. We take 
this opportunity to again thank you for 
your influence and good will. We are proud 
of our splendid list of customers, and want 
you to feel the same interest in us. 

‘here is a matter to which we wish to 
call your attention at this time, in regard 
to the cashing of checks. It makes no dif- 
erence from what source you receive your 
check, where it is drawn or where it is 





THE COAT OF ARMS OF CUBA HAS BEEN ADOFTED 
BY THE BANCO ESPANOL DE LA ISLA DE CUBA, 
HAVANA, AS ITS EMBLEM IN PLACE OF THE 
OLD SPANISH COAT OF ARMS FORMERLY USED 


payable, you can bring or send it to this 
bank to be cashed or placed to your credit. 
We are glad to handle the checks you re- 
ceive drawn on other towns or States, as 
well as those drawn on any local bank. 

You will find us ready at all times to 
serve your best interests and those of your 
friends as well, 

With kindest regards, we are, 

Very truly yours, 
L. W. Lovett, 
Assistant Cashier. 


We think it should have accomplished 
its purpose, for it is a good letter. 
Probably by this time Mr. Lovell knows 
whether it did or not. 


© 


The National Bank of Commerce, 
Williamson, W. Va., had a blue-print 
chart prepared showing the satisfactéry 
growth of its deposits last year by 
means of a line which shows almost a 
steady upward climb during the year. 
The total increase in deposits for the 
twelve months was over $80,000. 


© 


J. W. Harrison of the Bond Depart- 
ment of the Anglo and London: Paris 
National Bank, San Francisco, writes: 


I am to-day forwarding you under sepa- 
rate cover several of a series of advertise- 
ments running in local papers for the bene- 
fit of our bond department, also two gen- 
eral bank advertisements. 

It has been our custom to use space each 
Sunday on the commercial page, opposite 
the. financial .section,. for bond advertise- 
ments, and alternating them about every 
other Sunday with special offerings. This 
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copy and method has been producing very 
satisfactory results during a difficult pe- 
riod, therefore I would like your opinion 
on the matter and makeup. 

I find your entire set of books very help- 
ful and hope to continue our advertising 
on a larger scale. I realize that the large 
bank advertisement is entirely too crowded, 
but would like your views on the nature of 
the matter used, particularly on account of 
the changes now taking place in the finan- 
cial methods of the country at large, also 
in our currency plan. 


There is excellent matter in Mr. Har- 
rison's ads., but, in our opinion, he is 
giving it to his public in too large 
doses, as there is a great deal of read- 
ing matter for the space. All the in- 
vestment ads. have this good slogan: 
“First Choose Your Banker and Then 
the Bond.” 


mu 


Bank Advertising Exchange 


Those listed herewith are willing to ex- 
change booklets, folders and other adver- 
tising matter issued by them from time to 
time. Others can get on this list free of 
charge by writing to the editor of this de- 
partment. Watch each month for new 
names and other changes. 


F. R. Adams, Will Co. National Bank, Joliet, 
Til 
Carl W. Art, manager publicity 
Union Trust & Savings Bank, Spokane, 
A. F. Bader, publicity manager, City 
Evansville, Ind. 
W. Bailey, cashier, 
Clarksville, Tenn. 
The Bankers Magazine, New York. 


department, 
Wash. 
National 
Bank, 
c Bank, 


First National 


H. (. Berger, Marathon County Bank, Wau- 
sau, Wis. 

C. J. Bevan, cashier, Exchange Bank, Genoa, 
Ill 

=. lL. Bickford, cashier, First National Bank, 
Napa, Cal. 

W. O. Boozer, treasurer, American Trust Co., 


Jacksonville, Fla 
Jesse E. Brannen, 
Bank, Westwood, N. 
E. M. Baugher, president, The Home Building 
Association Co., Newark, Ohio. 


cashier, First National 
J. 


. W. Beerbower, National Exchange Bank, 
Roanoke, Va. 

. © Bollman, assistant cashier, First Na- 
tional Bank, Collinsville, Okla. 

7 Brooks, cashier, The Guaranty Trust & 
Savings Bank, Jacksonville, Fla. 

J. A. Buchanan, Guaranty Trust Co., Lan- 
caster, Pa 

F. B. Bunch. ensiter. Merchants & Farmers 
Bank, Statesville, N. 

A. Bush, Je.. Lada. & Bush, bankers, Salem, 
Oregon. 

Commercial Bank, Midway, Kentucky. 


B. S. Cooban, 
Co., Chicago, Ill. 

Commercial Trust 
Ariz. 

H. Reed Copp. 


Chicago City Bank and Trust 
& Savings Bank, Prescott, 


assistant advertising manager. 


Old Colony Trust Co., Boston, Mass. 
Arthur S. Cory, Chehalis National Bank, 
Chehalis, Wash. 
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H. A. Dalby, Naugatuck Savings Bank, Nau- 
gatuck, Conn. 

Dexter Horton National Bank, Seattle. Wash 

J. T. Donnellan, publicity manager, Security 


Trust & Savings Bank, Los Angeles, Cal 

T. R. Durham, assistant cashier, Chattanooga 
Savings Bank, Chattanooga, Tenn. 

W. R. Dysart, assistant cashier, First National 
mage. Ripon, Wis. 


Cc. Eherspracher, assistant cashier, First 

National Bank, Shelbyville, Ill. 

A. A. Ekirch, secretary, North Side Savings 
Bank. New York City. 

F. W. Ellsworth, publicity manager, Guaranty 
Trust Co., New York. 

The Franklin Society, 38 Park Row, N. Y 

E. W. Finch, assistant cashier, Birmingham 


Trust & Savings Co., Birmingham, Ala. 


First National Bank, Lead, S. ‘ 

Horatio Ford, secretary, Garfield Savings 
Bank Co., Cleveland, Ohio. 

Jas. P. Gardner, Montclair, N. J. 

Germantown Ave. Bank, Philadelphia, Pa 


Cc. L. Glenn, advertising manager, Wachovia 
Bank & Trust Co., Winston-Salem, N. C 
B. P. Gooden, advertising manager, New 


Netherland Bank New York. 

Cc. F. Hamsher, First National Bank, Los 
Gatos, Cal. 

Victor F. Hann, manager publicity depart- 


ment, The Fifth Avenue Bank, New York City. 

J. W. Hansen, cashier, Citizens State Bank, 
Sheboygan, Wis. 

E. A. Hatton, cashier, First National Bank, 
Del Rio, Texas. 

F. W. Hausmann, assistant cashier, North 
West State Bank, Chicago, Ill. 

John R. Hill, Barnett National Bank, Jack- 
sonville, Fla. 

N. M. State Bank of Chicago, 


Hokanson, 
Il. 


- 


Chicago, 

Frank K. Houston, assistant 
National Bank, St. Louis, Mo. 

Le Baron M. Huntington, manager publicity 
department, Registrar & Transfer Co., New 
York City. 

W. L. Jenkins, Farmers & 
Co., West Chester, Pa. 

N. W. Johnston, president, 
Savings Bank, Champaign, II! 

’. P. Jones, assistant cashier, First National 
Bank of Commerce, Hattiesburg, Miss. 

W. R. Kay, Jr., advertising manager, Sac- 
ramento Bank, Sacramento, Cal. 

Cc. B. Keller, Jr., assistant cashier, Strouds- 
burg National Bank, Stroudsburg, Pa. 

Geo. D. Kelley, Jr., treasurer, Newark Trust 
& Safe Deposit Company, Newark, Del. 

Edward W. Klein, advertising manager, 


eashier, Third 


Mechanics Trust 


Illinois Trust & 


Cleveland Trust Co., Cleveland, Ohio 

M. R. Knauft, assistant cashier, Merchants 
National Bank, St. Paul, Minn. 

yeorge TL. Kreeck, treasurer, Farmers State 
Savings Bank & Trust Co., Lawrence. Kans 

Henry M. Lester, National City Bank, New 
Rochelle, N. Y. 

L. W. Lovell, assistant cashier, The Lovell 
State Bank, Monticello, Iowa. 

H. Warner Martin, assistant cashier, Lowry 


National Bank, Atlanta, Ga. 
Charles S. Marvel, The First-Second National 


Bank, Akron, Ohio. 

H. B. Matthews, S. W. Straus & Co., Straus 
Bldg., Chicago, Ill. 

Tom C. McCorvey, Jr., assistant cashier, City 


Mobile, Ala. 
manager, The 


Bank & Trust Company, 
J. C. MeDonald, advertising 


City National Bank, Sulphur Springs, Texas 
Frank Merrill, advertising manager, The 
Northwestern National Bank, Minneapolis, Minn 
FE. R. Mulcock, Commercial National Bank, 
Syracuse, N. Y. 
Nebraska State Bank, Ord., Neb. 


Old State National Bank, Evansville, Ind. 
A. Overton, cashier, The National Bank 
of Smithtown Branc h, Smithtown Branch, N. Y. 
R. 


B. Parrish, cashier, National Bank of 
Commerce. Williamson, W. Va. 
A. E. Potter, president, Broadway National 


~~. Nashville, Tenn. 
W. Potts, treasurer, The Federal Title & 
Trost Co., Beaver Falls, Pa. 


Pelix First 


National 


Robinson, advertising manager, 

Bank, Montgomery, Ala. 

Rowley, manager, Canadian Bank of 
Winnipeg, Can. 

J. Ruff, cashier, Luzerne County Na- 

Bank, Wilkes-Barre, Pa. 


Com merce 
Wm. 
tional 











we 
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George J. Schaller, cashier, Citizens Bank, 
Storm Lake, Iowa. 

Imot Schlenker, assistant cashier, First 
National Bank, Brenham, Tex. 
‘aul T. Schulze, assistant cashier, State Bank 
a Crosse, La Crosse, Wis. 

P. Simpson, Jr., assistant cashier, First 
nal Bank, Toccoa, Ga. 
Tr. K. Smith, Jr., manager, Gimbel Brothers, 
Bankers, New York City. 

J. G. Spangler cashier, The Mesa City Bank, 
Mesa, Ariz. 

W. R. Stackhouse, City National Bank, Bldg., 
Utica, N. Y. 

T. H. Stoner, cashier, The Peoples National 
Bank, Waynesboro, Pa. 

c. E. Taylor, Jr., president, Wilmington Sav- 
ings & Trust Co., Wilmington, N. C. 

\. C. Tonsmeire, cashier, City Bank & Trust 
Co.. Mobile, Ala. 

Union Trust Co. of the D. C., Washington, 








Natio 
pe 


Dp. « 
Wessels Van Blarcom, assistant cashier, 
Second National Bank, Patterson, N. J. 


ay 


+, 


John W. Wadden, Lake County Bank, Madi- 
son, S. D. 

Frank A. Zimmerman, Chambersburg Trust 
Co., Chambersburg, Pa. 

Paul E. Zimmerman, cashier, Oak Park Trust 
and Savings Bank, Oak Park, Ill. 

E. L. Zoernig, Sedalia Trust Co. Sedalia, Mo 


NEW NAMES THIS MONTH 


American National Bank, Richmond, Va. 

Citizens National Bank, Oconto, Wis. 

L. M. Howard, vice-president, Continental 
Bank & Trust Co., Shreveport, La. 

Kennett Trust Co., Kennett Square, Pa 

Grover Keyton, New Farley National Bank, 
Montgomery, Ala. 

Will E. Morris, assistant cashier, Farmers & 
Merchants Bank, Stockton, Cal. 

Cc. ©. Willson, care of Continental & Commer- 
cial Trust & Savings Bank, Chicago, II! 

Eugene E. Culbreth, Commercial National 
Bank, Raleigh, N. C. 


Federal Reserve Districts Designated 


Location of Federal 


N April 2 the Organization Com- 
mittee provided for in the aew 
Federal Reserve Act, and com- 
posed of the Secretary of the Treas- 
ury, Seeretary of Agriculture and 
Ccmptroller of the Currency, finished 


Reserve Banks Fixed 


the work of dividing the continental 
United States into reserve districts and 
designated the cities where Federal Re- 
serve Banks are to be located. 

Twelve districts are established, their 
boundaries being shown in the accom- 
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LOCATION OF RESERVE BANKS AND BOUNDARIES OF THE DISTRICTS 








panying map, which also indicates the 
cities that are to have Federal Reserve 
Banks. ‘These cities are: Boston, New 
York, Philadelphia, Cleveland, Rich- 
mend, Atlanta, Chicago, St. Louis, Kan- 
sas City, Dallas, Minneapolis and San 
Francisco. 

A table presented herewith shows the 
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area and population of the various dis- 
tricts, number of banks. capital and 
surplus, and the amount of six per 
cent. subscriptions based on capital and 
surplus. These figures are, of course, 
subject to change as State banks and 
trust companies come into the new 
systein. 


Dist. No. of Capital & Six per cent. 
No. Reserve City Area Population Banks Surplus Subscription 
BONGO. sscestnscccsacs 66,465 6,557,841 446 $165,529,010 $9,931,740 

PeaNOw VO .2.0.006600 40,170 9,113,279 478 343,693,437 20,621,606 

3—Philadelphia .......... 39,865 8,110,217 800 216,340,213 12,980,412 

fi—Cleveland ..........+. 183,995 7,961,022 724 192,147,258 11,528,835 

5—Richmond ............ 173,818 8,519,313 475 105,064,483 6,303,868 

SG ATIRMER occ cccccceses 233,860 6,695,341 372 77,356,913 4641415 

FRENDS sce eSencenese 176,940 12,630,383 984 211,068,338 12,661,100 

i EE PETE 146,474 6,726,611 434 80,717,981 4,843,079 

9—Minneapolis .......... 437,930 5,724,893 687 78,381,081 4,702,864 

10—Kansas City .......... 509,649 6,306,850 835 93,065,912 5,583,955 
oe ee eee 404,826 5,310,561 726 92,003,123 5,520,187 
12—San Francisco......... 693,658 5,389,303 514 130,423,422 7,825,305 
OAEE i605 sisendinscsce 3,016,650 89,045,616 — TATS = $1, 785,791,171 = $107,147,470 


Foreign Banking and Finance 





European 


BANK FOR FOREIGN 
TRADE 


HIS institution was incerpora- 

ted in 1871, and inereased its 

capital in 1907, 1910 and 1911, 
and is now making a further increase 
to 60,000.000 roubles (about $30,- 
000,000). . 


RUSSIAN 


2 


BANK OF ENGLAND DIVIDEND 
INCREASED 


T the recent half-yearly court held 

at the Bank of England, the Gov- 
ernor. Mr. Walter Cunliffe, announced 
that it had been decided to increase the 
distribution on bank stock from the rate 
of nine per cent. to ten per cent. Hith- 


erto dividends on the stock have been 
paid free of income tax, but in order to 
bring bank steck, which is a trustee in- 
vestment, into line with other trustee 
stocks, the present and future divi- 
dends will be paid less income tax. The 
dividend of £5 for the half-year now 
declared. less income tax, means an ac- 
tual distribution of £4 14s. 2d. per 
cent., against £4 10s. per cent., or at 
the rate of £9 8s. 4d. per cent., against 
the £9 per cent., paid for the past ten 
and one-half years. 

The increase in the dividend is a 
result, in part at any rate, of the re- 
cent recovery in the prices of high-class 
securities. At the end of February the 
price of consols was seventy-six, where- 
as at the end of September last it was 
seventy-three and one-half. In recent 
years the bank has necessarily been 
compelled to write down its investments 
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by large sums in consequence of the 
constant fall in the prices of trustee 
securities. As a result of this policy it 
now holds a large amount of securities 
at the low level of prices to which they 
were written down last autumn; and 
now that the period of depreciating 
prices is passed it is evident that the 
bank will be able to pay higher divi- 
dends than for many years. ‘The aver- 
age return on its large investments is 
at least one per cent. higher than it 
used to he, and consequently stockhold- 
«rs may look forward not only to the 
maintenance of the dividend at the rate 
of ten per cent., but to the possibility 
of a still higher distribution. The price 
of Bank of England stock is now 
24215, and the ten per cent. dividend 
gives a yield of £4 2s. Gd. 


& 


NEW DIRECTOR OF THE BANK 
OF ENGLAND 


T the recent court of the Bank of 

England Robert M. Kindersley of 

the well-known house of Lazard Bros., 

was elected a director in place of the 
late Sir Augustus Prevost. 


& 


ANGLO-RUSSIAN TRUST 
COMPANY 


HE Russian Corporation has been 
formed in London with $10,000,- 
000 capital. 

It is intended that the corporation 
shall interest itself chiefly in Russian 
Government guaranteed and municipal 
loans and in the financing of railways, 
arbor works, tramways, light and 
power concessions, and public works 
of all kinds. The directorate and man- 
agement of the corporation are closely 
connected with certain Russian banks 
of which the combined paid-up capitals 
sunount to over £20,000,000, with re- 
serves of over £12,000,000. 

There will be five directors resident 
Russia and five in Great Britain, the 


chairman in Great Britain being An- 
drew Wilson ‘Tait. 


BRITISH PEOPLE’S BANK 


EPORTS are current of the estab- 

lishment in London of a People’s 
Trust Company, which is said to be 
backed by four leading British banks. 
Its founders and their friends, who are 
well known financiers of the highest 
standing. have subscribed £100,000 
(4500,000) share capital, and are 
about to invite subscriptions of £1,- 
00,000 (#5,000,000) from the people 
for debentures. The debentures will 
be irredeemable and entitled to a fixed 
interest of four per cent., free of in- 
come tax, and to a share of any surplus 
profits. 


BUSINESS OF THE BANK OF 
FRANCE 


HE Bank of France handled far 

more commercial paper during the 
year 1913 than in any previous year of 
its history. The exact figures of its 
discounts—in the central office in Paris 
and the 582. branches scattered 
throughout France—were 30,041,247 
bills, drafts, warrants and other pieces 
of commercial paper, representing a 
face value of 20,005,642,400 francs; 
that is. more than four thousand mil- 
lion (four American billion) dollars. 
This was nearly 2,000,000 more pieces 
of paper discounted than during the 
preceding year and more than $137,- 
000,000 increase in money value. 

The bank authorities attribute this in- 
crease partly to the year’s particular 
needs of credit, but chiefly to the gen- 
eral development of discount business 
in France. Fifteen years before, in 
1898. the vear’s discounts of the Bank 
of France were, in round numbers, only 
15,000,000 to last year’s 30,000,000, 
with a money value of only $2,200,- 
000,000 as compared with $4,000,000,- 
000 in 19138. 
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No. of accounts 
Grand total of operations (francs) 
Bills and documents discounted: 

Number 

Aggregate amount (francs) 
Advances on securities: 

No. of securities 

Amounts advanced (francs) 
Deposits of securities (number) 
Bourse orders (total value in francs) 


furner-over of receipts and payments (francs)......... 134,000,000,000 


The accompanying summary of the 
growth of the Bank of France, from 
the “Market World and Chronicle,” 
will be found of interest. 


co) 


ANTWERP BANKS INCREASE 
CAPITAL 
NCREASING business development 
has necessitated an increase in the 


capital of two of the Antwerp banks. 


THE BANKERS 





FOUNDED 1844 


G. LAWTON CHILDS & CO., Ltd. 
AMERICAN BANKERS 


HAVANA CUBA 


Transact a general domestic and foreign bank- 
ing business. <All banking matters entrusted 
to us handled promptly and with care. 


Special attention paid to collections in 
Havana and all parts of Cuba. 


Principal Correspondents 


NEW YORK CITY : 

National Bank of Commerce 

in New York 
LONDON : 

Baring Bros. & Co., Limited 
PARIS: 

Morgan, Hrjes & Co. 
BERLIN: 

L. Behrens & Soehne 
MADRID: 

Garcia, Calamarie C. 
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1898. 
31,486 
16,000,000,000 


1913. 
127,963 
38,000,000,000 


15,000,000 
11,000,000,000 


30,000,000 
20,000,000,000 


1,500,000 
1,500,000,000 
8,000,000 
234,000,000 


4,500,000 
6,000,000,000 
13,000,000 
565,000,000 
381,000,000,000 


The Banque Generale Belge is issuing 
new shares for the purpose of increas- 
ing its capital from 15,000,000 francs 
to 25,000.000 francs. The Banque de 
Credit Commercial has also just decid- 
ed to inerease its capital of 3.000,000 
franes, which will now attain 15,000,- 
000 francs. 


7 


Latin-America 


TRADE OF THE UNITED 
STATES WITH ARGEN- 
TINA, 1913 


OPULAR interest in the trade and 

industry of Argentina, which has 
recentiv been aroused by reason of its 
increasing ‘contributions to our food 
supply, is heightened by the announce- 
ment that the American mission to 
Bnenos Ayres is to be raised from the 
rank of a ministry to that of an em- 
bassy. 

Argentina is the foremost South 
American country as a market for the 
products of the United States, our sales 
thereto in the last calendar year having 
been fifty-five million dollars in value, 
compared with forty million to Brazil 
and fifty-two million to the remaining 
twelve countries of that continent. 

Our trade with Argentina shows con- 
stant and rapid expansion, exports 
thereto having grown from five million 
dollars in 1893 to fourteen million in 
1908 and fifty-five million in 1913; 
while imports therefrom rose from five 
million in 1898 to nine million in 1903 
and twenty-seven million in 1918. Thus 
exports to Argentina quadrupled and 
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imports therefrom trebled during the 
last ten years. 

American manufactures have long 
been popular in Argentina and consti- 
tute an important part of the growing 
exports to that country. Sales to that 
conntry during the last fiscal year, as 
shown by statements recently prepared 
by the Bureau of Foreign and Domestic 
Commerce, Department of Commerce, 
included many articles of wide use in 
an agricultural and rapidly developing 
country, such as farming implements, 
six and one-third million dollars; twine, 
two million; traction and stationary en- 
gines, one million; and windmills, a 
half million. Automobiles were export- 
ed to the extent of one and one-quarter 
nillion dollars’ worth: other cars and 
carriages. three million; sewing ma- 
chines, 880 thousand dollars’ worth; 
typewriters, 355 thousand; cash regis- 
ters, 261 thousand: and miscellaneous 
machinery, one and three-quarters mil- 
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lion dollars. Other articles exported in 
large quantities included boards and 
planks, five and two-thirds million dol- 
lars; shooks, two and one-third million; 
furniture and other wood manufactures, 
one million; gasoline and naphthas, 
two and one-third million; illuminating 
oil, two and one-quarter million; cot- 
ton-seed oil, one million; leather manu- 
factures, including boots and shoes, two 
and one-half million; chemicals, drugs 
and medicines, one and one-quarter mil- 
lion; and cotton goods and electrical 
appliances, each about a half million 
dollars. Musical instruments, clocks 
and watches, glassware, wheelbarrows, 
soap, blacking, firearms and scales and 
balances are among the numerous other 
items illustrative of the wide range cov- 
ered by the exports from the United 
States to Argentina. 

Argentina’s sales to the United 
States are chiefly of hides and skins, 
wool, chemicals, and, in recent months, 
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Established 
July 15, 1895 


Banco de 
ve" Guatemala 


Directors 


ADOLFO STAHL D. B. HODGSDON 
J. R. CAMACHO 
C. GALLUSSER, Manager 


Authorized Capital $10,000,000.00 
Capital subscribed and paid up 2,500,000.00 
Reserve Fund 5,564,262.76 
Contingency Fund 1.600,000.00 
Foreign Correspondents 

New York: Messrs. G. Amsinck & Co.; 
Messrs. J. & W. Seligman & Co.; The Na- 
tional City Bank of New York. San Fran- 
cisco, Cal.: The Anglo & London Paris Na- 
tional Bank of San Francisco. New Orleans: 
The Whitney-Central National Bank. Mex- 
leo: Banco Nacional de Mexico. Paris: 
Messrs. de Neuflize & Cie. London: Deutsche 
Bank (Berlin), London Agency; Messrs. A. 
Ruffer & Sons. Mamburg: Deutsche Bank 
Filiale Hamburg; Messrs. L. Behrens & 
Sohne; Messrs. Schroder, Gebruder & Co.; 
Mr. Carlo Z. Thomsen. Madrid: Messrs. 
yarcia-Calamarte & = Barcelona: Messrs. 
Garcia-Calamarte & Cia.; Banco Hispano 
Americano. Milano: credite Italiano. 
Agencies in Guatemala 

Livingston Mazatenango 
Puerto Barrios Salama 
Zacapa Escuintla 
Coban Ocos 
Retalhuleu 


Antigua 
Jutiapa 
Pochuta 
Coatepeque 


General Banking Business, Special At- 
tention Paid to Collections from Abroad 
and Letters of Credit. 











corn and beef. Imports of cattle hides 
in the last fiscal year aggregated sixty- 
seven million pounds, valued at twelve 
and one-half million dollars; the last 
six months, however, being only about 
half as much as those of the corre- 
sponding months of 1912. Imports of 
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Argentine goat skins during the year 
amounted to four and one-quarter mil- 
lion pounds, valued at one and one-half 
million dollars. 


co 
ARGENTIN 


HIS institution, 


E SOCIAL MUSEUM 


located at Buenos 

Ayres, aims to collect and dis- 
seminate general information relating 
to Argentina and other nations. 


& 


ARGENTINE LOANS 
THE Argentine Government has ob- 


tained a temporary loan of £3,- 
000,000 negotiated by Messrs. Torn- 
quist and Company with London bank- 
ers. The rate of interest is five per 
cent. and a commission of one per cent. 
is to cover all expenses; the loan is to 
be repaid on eceniun 31 next. The 
money was needed for sanitary works 
which are to be extended to the bounda- 
ries of the municipality of the capital. 
A portion of the loan (#12.000,000 
m/n, equal to about £1,048,035) will 
be paid to the Bank of the Nation, 
which advanced that sum for the 
works: the $18,000,000 m/n which the 
Treasury paid to the Board of Sanitary 
Works wi!l not be reimbursed until the 
loan of 480,000,000 gold authorized by 
law for completing the works has been 








$5,000,000.00 
100,000.00 


Authorized Capital, 
Reserve Fund, 


J. MAURICIO DUKE 
J. MAURICIO DUKE h. 


London: The Anglo-South 
don Bank of Mexico & South America, 
Paris: Perier & Cie Hamburg: 
ner; Carlo Z. Thomsen; The Anglo-South 
del Rio de la Plata: Garcia 
Bros 


Londres & Mexico. Guatemala: 





Banco Agricola Comercial 


Established 1895 
SAN SALVADOR, REPUBLIC OF SALVADOR, C, A. 


DIRECTORS 
MIGUEL 
RAFAEL GUIROLA D. 
CORRESPONDENTS 
American Bank, 
Limited. 


Deutsche Bank Filiale Hamburg; 
American Bank, Ltd. 


YUDICE 


Calamarte & Cia. 
San Francisco: The Anglo & London Paris 
Banco Internacional. 


$1,000,000.00 
352,707.23 


Paid-up Capital, 
Special Reserve Fund, 


FRANCISCO DUENAS 
Manager, F. DREWS 


Ltd., with which is incorporated The Lon- 
Paris: Comptoir National d’Escompte de 
Conrad Hinrich Don- 
Barcelona: Banco Espanol 
New York: G. Amsinck & Cc.; Bloom 
National Bank. Mexico: Banco de 














MONTEREY, 


Capital paid up, $2,000,000 


Sestehe Bank, } Co 

pd ——s @’Escomte; 
und Disconto Bank; 

Castilla; HABANA, Banco de la Habana. 


BYURO MANRIQUE, Accountant 





AMBURG, Deutsche Bank Filiale 
MADRID, Banco Hispano Americano, Banco de 


Banco de Nuevo Leon 


IN. Lies 
ESTABLISHED OCT. 1, 1892 


Reserves, $860,876.00 


CENERAL BANKING BUSINESS TRANSACTED 


ipal C dente; NEW YORK, National Park Bank, Mechanics & 
oe - tals National Bank nPen, Dresdner Bank, Credit Lyonnais; BERLIN, 


MEXICO 


Deposits, $3,602,738.00 


shaft; PARIS, Credit Lyonnais, Comp Comp. 


amburg, Com 


RODOLFO M. GARZA, Manager 


AMADOR PAZ, Oaabier 
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negotiated. The Government has re- 
ceived offers from the representatives 
of several banks to place this larger 
loan. and the Minister of Finance has 
announced that a loan of $50,000,000 
gold will be accepted. The remaining 
#30.000,000 will be negotiated later in 
the vear. 


& 


PROFITS OF THE BRITISH 
BANK OF SOUTH AMERICA 


ROFITS of the British Bank of 

South America show a decline for 
the year 1913 as compared with 1912, 
which is not surprising in view of the 
unsatisfactory conditions in some of the 
countries in which the bank does busi- 
ness. Gross profits in 1913 came to 
£412,799, as against £466,051 in 1912, 
but this last total was exceptional, and 
the profit for 1911 was only £400,972. 
The net profit for last year, after pay- 
ing all expenses, was £198,715, to 
which had to be added £838,785 
hrought forward. This allows the di- 
rectors to declare dividends amounting 
to seventeen per cent. for the year, to 








Advertisers in THE BANKERS MAGA- 
ZINE are assured of a bona fide circula- 
tion among Banks, Bankers, Capitalists 
and others in this and foreign countries, 
at least double that of any other monthly 
banking publication 











transfer £10,000 to pensions, £4,500 
in reduction of investments and £8,500 
in a bonus to the staff. 


& 


Australasian 


NEW BANK BUILDING 


HE Bank of New South Wales, sit- 

uated next to the Stock Exchange 
in Collins street, Melbourne, is to be 
demolished to make room for larger 
premises. The present building was 
erected in 1858, at a cost of £388,000, 
on land which cost £6,000, and, sug- 
gesting in its style some fine specimens 
of architecture on the Grand Canal, 
Venice, is considered one of the hand- 
somest buildings in Melbourne. The 
architects for the new building are 
anxious to use the material of the old 
building as far as possible in the new 


one. 
7 


BANKING CHANGES 


EVERAL changes are taking place 

in the Sydney, N. S. W., banking 
world, according to the Australasian 
“Insurance and Banking Record.” A. 
P. Stewart is relinquishing his position 
as general manager of the Australian 
Bank of Commerce, Itd. Owen C. 
Williams, manager of the Bank of 
Australasia, is taking long leave of ab- 
sence prior to retirement under the 
bank’s pension scheme, and George 
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Capital, $1,750,00.00 


On deposit for 6 months 
On deposit for 12 months 


3ist of March, 1910 ‘ ‘i -  $1,270,087.74 
3lst of March, 1911 e ‘ ‘ 1,690,705.28 





Banco Comercial de Costa Rica 


San Jose, Costa Rica, Central America 
(Founded ist June, 1905) 


Managing Director, THOMAS SCOTT 


Collections for Foreign Houses promptly attended to. Deposits are received in American 
Money repayable at maturity by sight draft on New York, New Orleans or San Francisco. 
The rates of interest at present allowed are: 


DEPOSITS 


Reserves, $546,238.41 


6 per cent. per annum 
7 per cent. per annum 


3ist of March. 1912 - «+ «+  $3.397,658.26 
3lst of December, 1912 ‘ ° 4,414,218.57 








Turnbull, so many years manager of 
the National Bank of Australasia, Lim- 
ited, in Sydney, has retired in conse- 
quence of a breakdown in health. H. 
H. Scarr, manager of the City Bank 
of Sydney, and A. J. Hooper, inspector 
of the English, Scottish and Australian 
Bank, Limited, are both about to take 
extended leave for the purpose of vis- 
iting the Old Country. Mr. Hooper’s 
visit will be an official one, to meet the 
London board of the bank. 

In respect to premises. the Bank of 
New South Wales is taking steps to 
build a new building on their present 
excellent site. The Bank of New Zea- 
land will make a new Sydney home 
upon the opposite corner of Wynyard 
street and George street, while excel- 
lent premises are in course of erection 
in George street—facing Bridge street 
—for the Bank of North Queensland, 
and the building of the head office of 
the Commonwealth Bank of Australia is 
under way at the corner of Pitt and 
Moore streets. 

& 


RECORD PROFITS 


BAS profits in Australia and New 
Zealand for the year 1918 were 
£3,212,676, compared with £2,954,914 


in 1912, the figures for 1913 being the 
highest total ever reported. For the 
last fifteen years the aggregates of net 
profits, and the uses to which they have 
been put are shown below. 


& 


Asiatic 


HONG KONG AND SHANGHAI 
BANK 


HE Hong Kong and Shanghai 
Banking Corporation which is at 
the head of the Chinese Five Power 
banking syndicate reports a substantial 
increase in profits for the last half- 
year, but the dividend is unchanged. 
For the twelve months the net profit 
was $38,324,438, as compared with $3,- 
071,146 in 1912, and with the balance 
brought forward of $2,052,483, the 
available total was $5,376,921. Out of 
this the directors place $200,000 to the 
silver reserve fund, or the same as a 
year ago, but they write $300,000 off 
premises account, against $200,000, the 
increase in the allocation for this pur- 
pose being probably due to the recent 
expansion in the total of that item. 
A year ago it amounted to $5,360,- 


Net profits reported during the last fifteen vears............... £30,793,661 


Dividends (including bonus) declared— 
PO. ccscesess Pieecneresnces 
SND i402 c0Kersk deadsaness 


Appropriated for other purposes— 


Ree ae eee 


514 


18,439,629 
59.88 per cent. 


£ 12,354,032 
40.12 per cent. 

















Pan-American 
Title Insurance Company,S.A. 


Head Office: 
CITY OF MEXICO 
BRANCHES: Tampico, Mexico; London, England, 25 Victoria St., 8. W. 
ROOMS 310-312, NO. 2 RECTOR ST., NEW YORK 
SUITE “859 MONADNOCK BUILDING, SAN FRANCISCO, CAL. 


Apartado 39 








Chartered and equipped for all branches of title insurance and trust work 








658, but owing to the further portion 
of the cost of the bank’s fine new prem- 
ises in London, which has been added, 
the figure has been increased to $6,799,- 
388 in the balance sheet. After mak- 
ing these appropriations the directors 
recommended a dividend of £2 per 
share, with a bonus of five shillings per 
share. and carry forward $2,067,311. 


co 


BANK OF TAIWAN, LIMITED 


UT of its earnings at the close of 

1913 this institution added 180.- 
000 ven to reserve funds. applied 32,- 
000 ven as a bonus, paid a ten per 
cent. dividend (375,000 yen) and car- 
ricd forward 239,748 yen to next ac- 
count. ‘ 

The Bank of Taiwan, Limited, has 
its head office at Taipeh, Formosa 
(Taiwan), and has branches and agen- 
cies in many important Eastern cities, 
as well as in other parts of the world. 
Its capital is 10,000,000 yen (about 
75.000,000), reserve funds 3,430,000 
ven, and deposits and current accounts 
13.286.968 yen, the total of the bal- 
ance-sheet exceeding 91,000,000 yen. 


& 


INDUSTRIAL BANK OF JAPAN 


T 'f. twenty-fourth report of this in- 

stitution was presented to the 
sharcholders at the half-yearly ordi- 
nary general meeting held at the head 


office in Tokyo, February 5. Net profits 
for the preceding half-year were 676,- 
668 yen. The total of the balance- 
sheet of this institution is now 93.910,- 


920 yen. 


BANK OF JAPAN 


HE annual report of the Bank of 

Japan shows the total operations 
of the bank in 1913 to have amounted 
to 38,528,907,804 yen, an increase of 
more than thirty-five million ven over 
the figures of 1912. Net profits for 
1913 were 5,884,034 yen, a gain of 
16,772 yen over the preceding year. 


oO) 


OPPORTUNITY FOR AMERICAN 
BANK 


HE American consul at Aleppo, 

Turkey, calls attention to the op- 
portunity for establishing an American 
bank in that city. 

The city of Aleppo, with about 250,- 
000 inhabitants, situated, by its topo- 
graphical position, in the center of 
northern Syria, serves as an outlet and 
receiving point for all of the cities as 
well as the Provinces of the interior, 
and the greater part of Mesopotamia 
and northern Syria. All of the mer- 
chandise exported, as also that import- 
ed from Europe and America and des- 
tined for the interior places above in- 
dicated, passes in transit through 
Aleppo, or the dealings in connection 
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| MERCANTILE BANKING COMPANY, Ltd. 


Avenida San Francisco No. 12 


CiTY OF MEXICO 
Capital, $500,000.00 Surplus, $100,000.00 


i| Members of the American Bankers’ Association 
GEO. J. McCARTY, President K. M. VAN ZANDT, Jr., Vice-Pres. & Mgr. 

















H. C. HEAD, Cashier 
A General Banking Business Transacted 
Telegraphic Transfers 


ers. Werchants and Individuals solicited. 








SHUR WELCH, Assistant Cashier. 


Unsurpassed collection facilities. Correspondence solicited. Accounts of Banks, Bank. 


Foreign Exchange Bought and Sold 
Letiers of Credit 














therewith are treated in the Aleppo 
banks. It will therefore be seen that 
the local banks profit greatly from the 
exchange therefrom. 

There are at present only two banks 
at Aleppo, the Imperial Ottoman 
Bank, established in 1888, and the 
Deutsche Orientbank, dating — since 
1909. The sales and purchases of ex- 
change of these two banks vary from 
$110,000 to $132,000 each weekly dur- 
ing the period of normal business and 
amount to £220,000 and more per week 
during the short season of the new 
crops. 

Aleppo is 100 miles from Alexan- 
dretta, its principal port, and 250 miles 
from Beirut and Damascus, with which 
it is connected by railway with trains 
running daily. The new German rail- 
way line now in construction, and 
which will connect it directly with Con- 
stantinople and Europe, Bagdad, Basra 
and India, will proportionately increase 
the commercial importance of Aleppo 
and the business of the banks and other 
financial establishments. 


co 


Cuba 


MR. VAUGHAN RESIGNS’ AS 
CASHIER OF THE NATION- 
AL BANK OF CUBA 

N the first of April W. A. M. 

Vaughan terminated his relation- 

ship as cashier of the National Bank 

of Cuba, Havana. He took this course 
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on account of personal business affairs 
requiring attention and for the further 
reason that he wished to return to the 
United States to educate his children. 

Mr. Vaughan will retain his interest 
in the bank and other financial institu- 
tions in Havana. He has been asso- 
ciated with the National Bank of Cuba 
for the past twelve years, and has been 


* 
W. A. M. VavcHan 


FORMER CASHIER NATIONAL BANK OF CUBA, 
HAVANA 
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cashier for some years. He was active- 
ly instrumental, with his brother, Ed- 
mund G. Vaughan, in making the bank 
what it is to-day—an institution of 
great size and strength. 


& 


Colonial 


SUCCESS OF AGRICULTURAL 
BANK IN THE PHILIPPINES 
INSUL-GENERAL ANDERSON 


of Hong-Kong says that the in- 
creasing usefulness of the Agricultural 
Bank in the Philippines is illustrated 
by the fact that the institution placed 
over $500,000 in loans to planters in 
the last six months of 1918, which was 
as much as was loaned during the en- 
tire previous fiscal year. The loans are 
well seattered all over the archipelago. 
There is a limit of $17,500 placed for 
any one loan and several loans have 
been placed up to this limit. All ex- 
cept about four per cent. of the loans 
have been made to native Filipinos, 
while Americans and other foreigners 
took up the balance. The bank has had 
no losses on loans so far placed. Its 
work is greatly restricted by the un- 






























certain land titles which are to be found 
al! over the islands. The original 
amount of money set aside as capital 
for the bank by the Government was 
1,000,000 pesos, or $500,000, so that 
the capital was used up long ago. Ad- 
ditional funds have been obtained by 
utilizing thirty-five per cent. of the de- 
posits of provincial funds in all banks, 
normally amounting to about $3,000,- 
000 gold. 
iS 


Africa 


STANDARD BANK OF SOUTH 
AFRICA 


OR the last half-year this institu- 

tion paid a dividend at the rate of 
ten per cent. per annum, with a bonus 
at the rate of four per cent. per an- 
num. ‘The directors also appropriate 
£15,000 to the writing down of bank 
premises, £25,000 to write down in- 
vestments to cover the depreciation in 
market value, to add £10,000 to the 
reserve fund and £10,000 to the offi- 
cers’ pension fund, carrying forward a 
halance of about £52,000. By the allo- 
cation thus made the reserve fund will 
be raised to £2,000,000, as compared 
with a paid-up capital of £1,548,525. 


Us 


Te 


Production and Commerce in Russia 


“THe Russian Empire, covering one- 

seventh of the land area of the 
globe and only sparsely settled in spite 
of its nearly 170,000,000 inhabitants, 
offers an interesting subject for study 
for both business men and economists. 
This country to-day presents a picture 
of economic development comparable 
with that of the United States of three 
or four generations ago, in that Russia 
is now chiefly a producer of raw mate- 
rials derived from nature, such as 
grain. timber, hides and minerals, and 
is just beginning to develop manufac- 
turing industries of importance. Its ex- 
ports are almost entirely foodstuffs and 





raw and semi-manufactured products, 
while it imports nearly all of the high- 
er grades of manufactures which its 
people require. 

The total value of the foreign trade 
of European Russia, in 1912, according 
to official figures, was more than $1,- 
200,000,000, in which the United States 
participated to the extent of only $53,- 
000,000. However, the indirect trade 
between the two countries passing 
through foreign middlemen brings the 
value of the sales of American prod- 
ucts to Russia to $80,000,000, and the 
exports from Russia to the United 
States to $30,000,000. 
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Our first President 


Merchants National Bank 


RICHMOND, VA. 
Capital . . . $200,000 
Surplus and Profits over 1,000,000 


The Gateway to and Collection 
Center for Southeastern States 


Send Us Your Items 


“ON TO RICHMOND” 














EASTERN STATES 
New York City 


Shareholders of the Fourth National 
Bank have approved the reduction of the 
capital stock from $5,000,000 to $3,000,000. 
The reduction became effective on April 1, 
stockholders surrendering forty per cent. of 
their holdings, for which they will receive 
$200 per share. This leaves the bank with 
$3,000,000 capital and $3,000,000 surplus. 
The action is subject to approval by the 
Comptroller of the Currency and the Fed- 
eral Reserve Board. 


—About August or September — the 
Chase National Bank will move into the 
new Adams Building at 61 Broadway, giv- 
ing up the quarters it has long occupied in 


f18 


the Clearing-House Building in Cedar street. 
The new offices will afford the bank about 
double its present space. Although the 
room now occupied by the bank is about 
three times that which was necessary when 
the present quarters were leased, it has now 
become too small to accommodate the en- 
larged business. 

The Chase National Bank began business 
at 117 Broadway, September 20, 1877, with 
a capital of $300,000. In 1879 it removed to 
104 Broadway, where it remained until 1886, 
when it removed to the Clearing-House 
Building, then at the corner of Pine and 
Nassau streets. In the latter part of 1895 
the bank followed the clearing-house to its 
new building at 79-83 Cedar street, its pres- 
ent location. At that time the bank’s capi- 
tal was $500,000; surplus, $1,307,000, and 
deposits, $22,600,000. In its statement to 
the Comptroller of the Currency on March 
1, 1914, the bank reported capital of $5,000,- 
000; surplus, $10,153,000, and deposits, 
$149,000,000. When the bank entered the 
new Clearing-House Building its quarters 
were ample for its requirements, but the 
growth of the business soon made it neces- 
sary to provide more space, and at the 
present time it occupies three floors of 60, 62 
and 64 Liberty street. 

This remarkable and continuous increase 
in business has been a natural development 
unassisted by the absorption of any other 
bank. 

An illustration of the 
is presented in another 
issue of the MaGaziner. 


home 
this 


bank’s new 
part of 


—In a list of ten of the largest banking 
institutions in the United States, according 
to their recent published statements, on the 
basis of gross deposits, this city has eight, 
the list being as shown below: 


Bank Deposits 


National City Bank, New York 
Guaranty Trust Co. of New York.... 203,922 
Continental and Commercial! National 


. $255,808.37 
45 


Bank, Chicago ....... ; . 199,034,331 
National jank of Commerce, New 

WORE céssoawserens er = 163,731,343 
Bankers Trust Company. New York 148,180,709 
Chase National Bank, New York.... 143,668,681 
First National Bank, Chicago.. . 132,164,174 
First National Bank, New York.... 126,860,038 


124,044,976 


121,579,598 


National Park Bank, New York..... 


Hanover National Bank, New York 


The deposits of most of these institutions, 
as reported, above, are at their high mark. 
It will be observed that eight of these are 
national banks and two are trust compan- 




















BENTON HARBOR, MICHIGAN 








A SPECIAL INCOME TAX RECORD 


The Baker-Vawter Standard Stock Form COUPON RECORD is designed with the 
view to creating a complete segregated record of all coupons handled. 

Provision is made for correcting entries where the tax was deducted, when it should 
not have been—or where the tax was not deducted, when it should have been. 


Adapted for use in all Banks and Trust Companies handling coupons. 


BAKER-VAWTER COMPANY 


Bank Accounting Systems 


Offices in all principal cities — salesmen everywhere 






Steel Filing Sections 
HOLYOKE, MASS. 








ies. One of the latter, the Guaranty Trust 
Company of New York, has deposits of 
over $200,000,000, which are the largest ever 
reported by any trust company. 


—Already having branches in London and 
Paris, the Farmers Loan and Trust Com- 
pany of New York will establish a branch 
in Berlin. 


The deposits of the Guaranty Trust 
Company of New York, as reported to the 
Superintendent of Banks on March 22, were 
$203,922,452.40, a gain of over $25,000,000 
since the report of one year ago. This is 
the largest amount of deposits ever re- 
ported by any trust company in this coun- 
try. The total resources of this institution 
now exceed $265,000,000. 


An interesting story of the origin, his- 
tory and progress of the Bank of the Man- 
hattan Company is told in a pamphlet is- 
sued by that institution. As is well known, 
the bank obtained its charter as a water 
company in the days when bank charters 
were hard to get; but as other privileges 
were conferred along with the right to fur- 
nish the city pure water, the company car- 
ried on banking, though it also acted as a 
purveyor of water until about 1842. The 
Manhattan Company was chartered in 1799, 
and is one of nine banks now existing whose 


history reaches back into the eighteenth cen- 

In 1808 the Legislature, in enacting cer- 
t imendments to the charter of the Man- 
hattan Company, reserved for the State the 
right to take 1000 shares of its capital stock. 
lis right was exercised and the capital 


was increased for the purpose from 
1.000 to $2,050,000. Both the State 
he city of New York are still stock- 
rs, this being the only bank stock 

W the State holds. 
Vayment of dividends was begun by the 
ttan Company in July, 1800, and up 
t — 1913, a total of $19,726,000 had 
id, 





—March 12 marked the tenth anniversary 
of the merger of the Citizens’ National Bank 
and the Central National Bank, under the 
title of the Citizens’ Central National Bank. 
Since 1904 the surplus has increased from 
$459,000 to $1,500,000—-the capital remaining 
at $2,550,000—and over $700,000 added to 
undivided profits. Net earnings have been 





Epwin S. Scuencx 


PRESIDENT CITIZENS’ CENTRAL NATIONAL BANK, 
NEW YORK 
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Capital - $6,000,000 


Surplus - $6,000,000 


ALEXANDER E. ORR, Vice-President 
NICHOLAS F. PALMER, Vice-President 
FREDERIC W. ALLEN, Vice-President 
FRANK O. ROE, Vice-President 
WALTER F. ALBERTSEN, Vice-Pres. 








The Mechanics and Metals National Bank 


OF THE CITY OF NEW YORK 
GATES W. McGARRAH, President 


Depository of the 
United States, State 
and City of New York 


H. H. POND, Vice-President 
JOSEPH S. HOUSE, Cashier 
ROBERT U. GRAFF, Asst. Cashier 
JOHN ROBINSON, Asst. Cashier 
CHARLES E. MILLER, Asst. Cashier 








so satisfactory that after making ample 
provision for the surplus and undivided 
profits it was found possible to raise the 
dividend rate last year from six to eight 
per cent. 


The Commercial High Schools of New 
York city, under an arrangement which has 
been made with the New York Chamber of 
Commerce, have added to their regular 
courses a series of lectures by business men, 
the idea being to give students first-hand 
information as to what will be required of 
them on entering a business house. These 
talks are along practical lines and enable 
students to pursue their studies more intel- 
ligently. Recently the Chamber of Com- 
merce has undertaken to supply speakers on 
banking subjects, and appealed to New 





THE 


GARFIELD 
NATIONAL BANK 


Fifth Avenue Building 


Corner Fifth Ave. and Twenty-Third Street 
NEW YORK 
CAPITAL SURPLUS 


$1,000,000 $1,000,000 


OFFICERS 
RUEL W. POOR, President 
CHARLES T. WILLS, Vice-Pres. 
WM. L. DOUGLASS, 2d Vice-Pres. 
ARTHUR W. SNOW, Cashier 
R. T. THORN, Asst. Cash. 


DIRECTORS 
James McCutcheon William H. Gelshenen 
Charles T. Wills Morgan J O’Brien 


Thomas D. Adams 
Daniel S. McElroy 
Robert J. Horner 


Ruel W. Poor 
Samuel Adams 











520 


York Chapter of the American Institute of 
Banking. A short series of talks was pre- 
pared by the president of the chapter and 
these addresses will be given by the follow- 
ing speakers: “Financial Institutions in 
General and Nature of Their Work,” by O. 
Howard Wolfe, secretary Clearing-House 
Section, American Bankers Association; 
“Commercial Banks: National and State,” 
by Raymond B. Cox, assistant cashier 
Fourth National Bank, New York; “Trust 
Companies,” by Charles F. Minor, manager 
Bronx branch Columbia-Knickerbocker Trust 
Company, New York; “Savings Banks,” by 
E. G. McWilliam, secretary Savings Bank 
Section, American Bankers Association, 
New York; “Private Banks and Interna- 
tional Banking Houses,” by Jason A. Neil- 
son of Brown Bros. & Co., bankers, New 
York; “Stock Exchange Bankers and 
Brokers,” by Wellington E. Bull, member 
of firm of Swartout & Appenzelar, New 
York; “Clearing-Houses,” by O. Howard 
Wolfe, secretary Clearing-House Section 
American Bankers Association, New York. 


The National Bank of Commerce in 
New York has put in force a pension plan 
for officers and employees, the entire ex- 
pense being borne by the bank. The plan 
not only includes the pension feature, but 
life insurance and provision for disability. 

\s to pension, the plan provides that all 
officers and clerical employees may, with the 
consent of the board of directors, upon at- 
taining the age of sixty years, retire from 
service or may be required to retire, ane 
Shall retire upon attaining the age of sixty- 
five vears, unless formally requested by the 
board of directors to remain longer in the 
service. Upon such retirement officers and 
clerical employees become eligible to an 
annual pension at the rate of two per cent. 
of aggregate salary received while in the 
continuous service of the bank, but the max- 
imum annual amount to be paid shall in no 
case exceed the sum of $5,000. 

Life insurance is provided for all officers 
and clerical employees in the service of the 
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NATIONAL BANK OF COMMERCE IN NEW YORK 


(This bank has just celebrated its seventy-fifth anniversary.) 














DIAMOND 


Bankers should seek 
STRENGTH 
when selecting a 
Reserve Agent 


Capital - 


or 
Cerrespondent 





NATIONAL 
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NATIONAL BANK 


PITTSBURGH. PA. 
OFFICERS 
WILLIAM PRICE, President 
D.C. WILLS, Cashier W.0. PHILLIPS, Asst. Cashier 


Surplusprg in" vi4e4] 644,562.63 WRITE 





Accounts of Banks, 
Bankers, Corpora- 
tious, Firms and In- 


dividual diall 
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bank at the time of the adoption of the 
plan, without physcial examination, and all 
officers and clerical employees who may 
thereafter be employed and are found to be 
physically eligible for such insurance. The 
insurance in each case to be the amount of 
one year’s salary at the time of the in- 
sured’s death, but not to exceed the sum of 
$5,000 in the case of any one person. 

The disability insurance is one of the at- 
tractive features of the plan; provision 
being made for all such present and future 
officers and clerical employees of the bank 
as may be found physically eligible. The 
amount of disability insurance in the case 
of each officer and clerical employee is to be 
payable monthly at the rate, during the first 
year of total disability, of eighty per cent. 
of the annual salary received by the insured 
at the time of disability and thereafter to 
be at the rate of sixty per cent. of such 
annual salary for life and so long as the 
total disability shall continue, payments for 
such disability to commence after the first 
month, the bank itself to pay the full salary 
of the insured during the first month of 
disability. 


—Here are a few items from the fourth 
of March statement of the Hanover Na- 
tional Bank which briefly tell an interest- 
ing story: Deposits, $121,514,270; surplus 
and profits, $15,003,103.72; specie, $26,431,- 
570; total resources, $139,745,020.51. You 
gel in these few figures a concrete expres- 
sion of what the bank is doing and what it 
has done. 


—On April 3 the National Bank of Com- 
merce reached its seventy-fifth birthday. 
It was organized in 1839 as a State bank, 
with $5,000,000 capital. In 1856 the capital 
was increased to $10,000,000. In 1864 the 
bank entered the national system under a 
special provision exempting its sharehold- 
ers from the double liability feature—an 
exemption which, however, has been sur- 
rendered under the new Federal Reserve 
Act. In 1903 the capital was increased to 
$25,000,000. Quite recently the bank in- 
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troduced a very liberal pension system for 
officers and employees (referred to eise- 
where in these columns). 

The National Bank of Commerce is one 
of the largest and strongest banks in the 
United States, its resources on March 4 
being $216,000,000. 


& 
Philadelphia 


—James B. Gillies is president of the new 
Broad Street Bank, which recently opened 
at Broad and Diamond streets. W. C. 
Mitchell and A. L. Skilton are vice-presi- 
dents and E. Leslie Allison, cashier. 


—Edward E. Shields, recently elected an 
assistant cashier of the Franklin National 
Bank, has retired as secretary of Group 2 
of the Pennsylvania Bankers’ Association. 
His retirement was marked by the presenta- 
tion of a chest of silver to him by the of- 
ficers of the group. Mr. Shields was for- 
merly assistant cashier of the First National 
Bank of West Chester, Pa., and was con- 
nected with that bank for twenty-five years. 


—At the annual convention of the Ameri- 
can Institute of Banking, to be held at Dal- 
las, Texas, in September, Philadelphia 
Chapter will present the name of William 
S. Evans as its candidate for president of 
the Institute. While Philadelphia ranks 
fourth in its membership and third in the 
number of its certificate holders, it has 
never had any office in the Institute. This 
fact, combined with the special fitness of 
Mr. Evans for the presidency, will, it is 
believed, give him a strong lead for the 
place at the Dallas convention. 

The members of Philadelphia Chapter, at 
their recent regular meeting, unanimously 
adopted the following preamble and resolu- 
tions in support of Mr. Evans: 


Whereas,, The American Institute of 
Banking was organized in 1900 and now 
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Completeness Counts 


It pays to confide any kind of financial or fiduciary busi- 
ness to an Institution able to care for every kind. 


By using the Mississippi Valley Trust Co., you command 
facilities, resources and men organized for complete Trust 


INQUIRIES INVITED 


Mississippi Valley Trust Company 


St. Louis 














has sixty-three chapters, with approximate- 
ly 15,000 members; has had twelve elected 
presidents who have directed its affairs 
wisely and well, being selected from the 
following chapters: New York, two; Chica- 
g0, two; St. Louis, three; Minneapolis, one; 
baltimore, two; Pittsburgh, one; Milwau- 
kee, one; and 

Whereas, The Philadelphia Chapter has 
approximately 900 members, is the fourth 
largest in the Institute and ranks third in 
the number of its certificate holders, but 
has never held any office in the Institute; 
and 

Whereas, William S. Evans was an. active 
member of our board of governors for seven 
years, from 1906 to 1913; served as a mem- 
ber or chairman of nearly all the commit- 
tees into which the work of the chapter is 
divided, a member of the speakers’ com- 
mittee continuously since 1906, president of 
our chapter in 1911, a member of the ex- 
ecutive council of the Institute from 1909 
to 1912, has attended every national conven- 
tion from 1907 to 1913, a certificate holder 
and a firm believer in and an ardent sup- 
porter of the purpose for which the Insti- 
tute was organized; therefore, be it 

Resolved, That it is the unanimous opin- 
ion of our chapter that we are entitled to 
official recognition from the Institute, and 
that we unanimously decide to place the 
name of William S. Evans before the Dal- 
las convention as our candidate for presi- 
dent of the American Institute of Banking; 
and be it further 

Resolved, That the president of the 
Philadelphia Chapter be empowered to ap- 


pol a committee of ten members and that 
thes use every honorable means to secure 
thu clection of Mr. Evans. 


Evans has been in the banking busi- 

for sixteen years and is well known to 

1 rs all over the United States. He is 
uber of the Philadelphia bar and en- 
t to practice law in all the State and 
( courts, but prefers to confine him- 
the banking business, and is asso- 


4 


ciated with the firm of Henry & West, pri- 
vate bankers. 

In soliciting the support of the delegates 
to the convention at Dallas, the members 
of Philadelphia Chapter are confident that 





Wituiam S. Evans 


PHILADELPHIA’S CHOICE FOR CHAIRMAN OF THE 
AMERICAN INSTITUTE OF BANKING 


if elected, Mr. Evans would bring to the 
council of the Institute the same helpful 


judgment and energetic effort that has 


characterized his work in the councils of 
Philadelphia’ Chapter. 
§23 








CAPITAL 
$1,600,000.00 


G. A. COULTON, Cashier 
W. E. WARD, Asst. Cashier 


number of customers. 


tain adequate balances. 





Che Union National Bank 
Cleurland, O. 


GEO. H. WORTHINGTON, President 
E. R. FANCHER, Vice-President 


Since 1884 we have responded to the needs of a constantly increasing 
We aim to dispatch business promptly. Our 
facilities are offered to those who, appreciating good service, will main- 


SURPLUS AND PROFITS 
$1,000,000.00 


W. C. SAUNDERS, Asst. Cashier 
E. E. CRESWELL, Asst. Cashier 











Francis B. Reeves 
RETIRING PRESIDENT GIRARD NATIONAL 


PHILADELPHIA 


BANK, 


(CHAIRMAN BOARD OF DIRECTORS ) 


Reeves, president of the 


—Francis_ B. 
Girard National Bank and whose associa- 
tion with that bank began sixty years ago, 
resigned the presidency recently and _ be- 
came chairman of the board of directors. 

Mr. Reeves, who is in his seventy-eighth 
year, entered the bank March 9, 1854. Four 
vears, later, when assistant teller, he left the 
bank to enter the office of a wholsale firm. 
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In 1881 he was elected a director of the 
Girard National; in 1896, vice-president, 
and president in 1899. A minute adopted 
by the board of directors on the occasion 
of the resignation of Mr. Reeves, states the 
bank’s capital and surplus increased from 
1899 to this date, $4,857,000. Of this in- 
crease, $2,125,000 was received from the 
sale of new stock. The remainder, $2,732,- 
600, together with $3,220,000 paid in divi- 


R. L. Austin 


NEWLY-ELECTED PRESIDENT GIRARD NATIONAL 
BANK, PHILADELPHIA, PA. 
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Deposits, $37,000,000.00 


CLEVELAND, OHIO | 


- $129,000.00 


SOLICITED 
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dends to shareholders, shows the net earn- 
ings for the fifteen years to have been 
$5,952,000. Deposits in 1899 were a little 
more than $10,000,000; now they exceed 
$15,000,000. 

Besides being a successful banker, Mr. 
Reeves has rendered distinguished service 
to his State and city in important official 
capacities, and was also for some time 
president of the Philadelphia Clearing- 
House Association. 

Richard L. Austin, heretofore vice-presi- 
dent, succeeds Mr. Reeves as president of 
the Girard National Bank. He became a 
director of the bank and first vice-president 


init, 


BANK OF PITTSBURGH 


in 1901, since which time he has been active 
in the management. 


& 
Pittsburgh 


—This historic institution made a very 
interesting showing in its March 4 statement 
to the Comptroller. Deposits were $26,777,- 
488, and total resources, $34,614,566. The 
capital is $2,400,000; surplus, $2,400,000, and 
undivided profits, $865,630—constituting an 
exceptionally strong capital equipment. That 
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Northwest 
Items 


AVING direct connections with 
H practically every banking point 
throughout the “Inland Empire,” the 
Ola National Bank is able to handle 
your Pacific Northwest items with ex- 


ceptional promptness and dispatch. 


CORRESPONDENCE INVITED 


The 
Old National 
Bank 


of SpoKane 


D. W. TWOHNY, President 
T. J. HUMBIRD, Vice-President 
W. D. VINCENT, Vice-President 
J. A. VEOMANS, Cashier 
Ww. J. SMITHSON 
G. H. GREENWOUD J.W. BRADLEY 
Assistant Cashiers 


RESOURCES : $12,000,000 


bs 


the Bank of Pittsburgh is growing is amply 
evidenced by an increase of nearly $6,000,- 
000 in deposits in the last year. 


-Under the title “How You Can Use a 
Trust Company,” the Fidelity Title and 
Trust Company of Pittsburgh has issued a 
booklet that gives some very plain and 
helpful suggestions to persons who need 
the facilities of a trust company. Here is 
a sentence from the booklet that may set 
some bankers thinking along a new line: 
“If every American did business through a 
bank, this would be not only the rich- 
est, but the most economical nation in the 
world.” 


—A trust company is to be formed by 
interests representing the Farmers’ De- 
posit National Bank. 


Deposits of the People’s National Bank 
on March 4 were $17,122,760, compared 
with $14,992,027 on February 21. It is the 
custom of this bank to have its statements 
frequently verified by well-known certified 
accountants, whose certificate accompanies 
the published statements. 


Combined assets of the Diamond Na- 
tional Bank and the Diamond Savings Bank 
now exceed $12,000,000 and the deposits are 
$9,289,014.02—a very material increase over 
the previous official report. The Diamond 
National Bank has $600,000 capital and 
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$1,631,781.55 surplus ana profits. William 
Price is president; D. C. Wills, cashier, and 
W. O. Phillips, assistant cashier. 


With deposits of $54,000,00C—or about 
one-fourth of the deposits held by all Pitts- 
burgh national banks—the Mellon National 
Bank justly takes pride in the record made 
since it was chartered as a national bank in 
1902, with deposits of $8,500,000. This re- 
markable growth, achieved in less than 
twelve years, certainly speaks most forcibly 
for the quality of “Mellon Bank Service.” 
The total resources of this strong institution 
on March 4 were $67,608,093.81. 


At the recent annual meeting of Group 
8 of the Pennsylvania Bankers’ Association, 
held here, these officers were chosen: J. D. 
Ayers, vice-president the Bank of Pitts- 
burgh, N. A., chairman; Joseph E. Barnett, 
cashier Citizens’ National Bank of Latrobe, 
Pa., vice-chairman; J. S. M. Phillips, cash- 
ier Merchants’ Bank, Pittsburgh, secretary ; 
0. C. Camp, cashier National Bank of Ta- 
rentum, treasurer. 


The April review of the Peoples Na- 
tional Bank of Pittsburgh, covering local 
conditions in a most interesting way, cites 
two incidents of the past month which lend 
themselves to favorable deductions and 
testify to the faith in the future of Pitts- 
burgh’s commercial and industrial expan- 
sion. One was the completion and formal 
opening of an entirely new department 
store located in a comparatively new retail 
shopping district of Pittsburgh. The site 
covers approximately one-fourth of an en- 
tire city block, the building is twelve sto- 
ries, in construction and equipment is com- 
parable with the best in the country, and 
the enterprise is backed by men of long 
experience and great financial success in 
Pittsburgh’s mercantile trade. The other 
development was the closing of the pur- 
chase of a site in the center of Pittsburgh’s 
enlarged “triangle” of retail trade for a 
new hotel that is intended to rank with 
the largest and best between New York 
and Chicago. In the same locality an ad- 
ditional place of theatrical amusement is 
projected, and these additions it is in- 
tended to complete within the present year. 


& 


lhe Waynesboro (Pa.) Trust Company 
cing organized, with an authorized cani- 
f $200,000, of which $125,000 is to be 
1 at present. 

Henry M. Rowling was recently wnani- 
v elected president of the Onondaga 
ty Savings Bank, Syracuse, N. Y., to 
ed the late Clinto C. Rose. Mr. 
ne has heen a trustee of the bank for 
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twenty years and for the last seven years 
its secretary. He is succeeded in the last- 
named position by Charles A. Hudson. 


have a new 
$200,- 


—Washington, D. C., is to 
bank-—the Franklin National—with 
000 capital. 


-- Frankly stating that it wants all the 
sound legitimate business that it can get, 
the Bank of Buffalo accompanies a com- 
parative statement with these observations: 


You will notice that the enclosed state- 
ment shows continued substantial growth. 
A large part of our extraordinary growth 
during the past year has been due to spe- 
cial conditions and to the foresight of our 
board of directors in anticipating and pro- 
viding for such special conditions by recom- 
mending to our stockholders the doubling of 
our capital and surplus. 


COMPARISON OF STATEMENTS. 
Resources. 

March 7, 1913 March 2, 1914 
Loans $6,341,373.35 
Overdrafts 108.50 

$.154,842.85 5,412, 
26,716.12 31.467.5 
200,000.00 


$9,660,497.71 


Cash and bonds .... 
Accrued interest 


Banking house and lot 200,000.00 


$10,723,040.82 $15,.3014.904.88 


Liabilities. 


Capital $500,000.00 $£1,000,000.00 
Surplus 
Profits 
Reserved fer 


Reserved for 


500,000.00 1,000,000,00 


319,993.16 530,771.70 
1724.33 8,000.00 


.7T98.68 


593.72 12,731,331.50 


taxes.. 
interest 
Deposits «soe eee 


29,742:29 
$10,723,040.82 $15,504,904.88 


—Charles F. Minor, ex-president of New 
York Chapter of the American Institute of 
Banking, and manager of the Bronx branch 
of the Columbia-Knickerbocker Trust Com- 
pany, New York, addressed the Bankers’ 
Club of Westfield, N. J., Tuesday evening, 


March 10, on “The Trust Company and the 
Community.” Mr. Minor explained in a 
very clear and interesting way the variety of 
functions performed by the modern trust 
company and showed how the community is 
efficiently served by this twentieth century 
form of financial institution. ; 
Darrel D. Scully succeeds Frank H. 
Hamlin as president of the Genesee Valley 
Trust Company, Rochester, N. Y. Mr. 
Hamlin, who has been president since 1901, 
retires on account of impaired health. 


Sale of a controlling interest in the 
Hoyt & Ellis State Bank of Antwerp, N. Y., 
is reported to parties who will convert the 
institution into a national bank. President 
Albert Hoyt, the oldest banker in the coun- 
ty. both in years and service, will retire. 
He is seventy-seven years of age and has 
been connected with the bank for forty-two 
years, having long been its president. 


& 
NEW ENGLAND 


Boston 


—The annual dinner of the Bank Of- 
ficers’ Association was held at the Hotel 
Somerset on the evening of March 19, Presi- 
dent B. D. Blaisdell presiding. There were 
about seven hundred members and guests 
present and a number of interesting ad- 
dresses were made by bankers of Boston 
and other cities. 


It is reported that the United States 
Trust Company will put up a large bank 
and office building on the site of its present 
quarters at Court street and Court square. 


a 


—Vermont bankers held the annual con- 
vention of their association at Bellows Falls 
March 3. Senator John W. Weeks of Mas- 
sachusetts made the principal address, his 
subject being “The New Currency Law.” 
Charles P. Smith, president of the Burling- 
ton Savings Bank, read his address as 
president of the association. Speaking ot 
farm loans, he said: 

“Our banks are frequently confronted 
with the very difficult question of loaning 
upon what are known as our ‘back hill 
farms, often larger amounts than the secu- 
rity will warrant. Their value is so depend- 
ent upon wise and intelligent management 
that the security in many cases is uncer- 
tain. The note is not only a slow asset, but 
if the bank finds it necessary to take the 
security, it invariably means a loss. Every 


, 








THE 


bank should take particular pains not only 
to examine carefully the security, but to 
know the ability of the farmer; and wher- 
ever possible should loan to the limit of 
safety in assisting the development of all 
our agricultural interests.” 


New officers were elected as_ follows: 
President, Henry F. Field of Rutland, 
president Rutland County National Bank; 
vice-president, H. M. McFarland of Hyde 
Park, vice-president Lamoille County Na- 
tional Bank; secretary, C. S. Webster of 
Barton, treasurer Barton Savings Bank and 
Trust Company; treasurer, D. L. Wells of 
Orwell, cashier First National Bank. Mem- 
bers of the executive council for two years, 
\. H. Chandler, treasurer Bellows Falls 
Trust Company; George H. Bickford of 
Hardwick, treasurer Hardwick Savings 
Bank and Trust Company; D. W. Davis of 
Derby Line, cashier National Bank of Der- 
by Line. 


—On March 23 the Phoenix National Bank 
of Hartford, Conn., entered its remodelled 
quarters. New fixtures, including a massive 
steel safe-deposit vault, were installed and 
an appropriately furnished ladies’ room 
provided. 


—Berkshire (Mass.) bankers held their 
annual banquet at Pittsfield on the evening 
of March 2, and were addressed by Charles 
A. Conant, the well-known New York finan- 
cial authority, who spoke on the Federal 
Reserve Act. He expressed the opinion that 
the danger of inflation under the new law 
was remote. 


Consolidation of;the Fitchburg (Mass.) 
National Bank andthe Fitchburg Safe De- 
posit and Trust Company is announced, the 
new title being Fitchburg Bank and Trust 
Company. 


Officials of Maine trust companies met 


at Augusta recently and formed a perma- 
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Presi- 
secre- 


nent organization with these officers: 
dent, Morrill H. Drew of Portland; 
tary, C. H. Sturtevant of Livermore Falls; 
executive committee, E. P. Winslow of 
Portland, Harry Stetson of Lewiston, Har- 
ry W. Cushman of Bangor, George E. Ma- 
comber of Augusta, R. H. Baxter of Bath. 
The meeting was then adjourned, subject to 
the call of the executive committee. 


Cod National Bank and the 
Cape Cod Five Cents Savings Bank of 
Harwich, Mass., now occupy their attract- 
ive and substantial new building. These in- 
stitutions are both old established and suc- 
cessful, their organization dating back to 
1855. 


The Cape 


—Important improvements have — been 
made in the banking rooms of the People’s 
National Bank, Bellows Falls, Vt 


On April 2 the deposits of the Mechan- 
ics National Bank of Providence reached 
high-water mark—$3,900,000. 


Col. Frank W. Matteson has been 
elected president of the Blackstone Canal 
National Bank of Providence, to succeed 
the late Gen. William Ames, who died 
March 8 in his seventy-second year. 


& 
SOUTHERN STATES 


—-In the March number of the Macazine 
reference was made to several promotions 
and other changes in the officers of the 
Houston (Texas) National Exchange Bank. 
Herewith are presented portraits of the of- 
ficers and a brief mention of their banking 
experience: 


Henry S. Fox, Jr., who succeeded to the 





JULIAN D. FAIRCHILD, Presid 
JULIAN P. FAIRCHIL wean 
WILLTAM HARKNESS. 
- MeWILLIAMS 
LIAM J. WASON, JR., 


Vice-Presidents 


WAL ‘TER E. BEDELL 
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tE DERICN L. CRANFORD 
ROBERT A. DRYSDALE 
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KINGS COUNTY TRUST COMPANY 


City of New York, Borough of Brooklyn 


Capital, Surplus and Undivided Profits Over $2,890,000 


OFFICERS 


TRUSTEES 
WILLIAM HARKNESS 
OSEPH UBER 


E 
D. W. McWILLIAMS 


ME 

. O'DONOHUB 
CHARLES E. PERKINS 
INTEREST ALLOWED ON DEPOSITS 


THOMAS BLAKE, Secretary 

HOWARD D. JOOST, Agst. Sec’y 

J. NORMAN CARPENTER, Trust Officer 
GEORGE V. BROWER, Counsel 


DICK 8S. RAMSAY 

H. B SCHARMANN 
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presidency of the Houston National Ex- 
change Bank upon Joseph F. Meyer's re- 
tirement, has been identified with that insti- 
tution scarcely less a period of years than 
his predecessor, having entered in 1891. His 
promotion to the highest office in the bank 
is the final step in a career begun on the 
bottom rung of the banking profession and 
which was marked by continued advance- 
ment in recognition of his ability. 

From the position of ordinary runner he 
advanced until he became general book- 
keeper in 1900 and shortly after became 
assistant cashier. In 1904 he was made act- 
ive vice-president and director, which of- 
fice he has since held. 

Mr. Fox was born and raised in Houston. 
He is interested in a number of local con- 





Henry S. Fox. Jr. 
NATIONAL 
RANK 


VPRESILENT HOUSTON EXCHANGE 


cerns and is ever ready to assist in the up- 
building of his city. 

F. (Fount) F. Dearing is a native Ten- 
nesseean, who moved to Houston in 1900, 
where he entered the Houstun National 
Exchange Bank as runner. He has served 
faithfully in each department of the Hous- 
ton National and was gradually advanced. 
He was elected assistant cashier in 1908 and 
was added to the directorate in 1912, suc- 
ceeding the late Henry S. Fox, Sr. The first 
of this year he was elected active vice-presi- 
dent. He is also secretary of District No. 1, 
Texas Bankers’ Association. 

Mr. Dearing is one of the most popular 
of the younger bankers in the State. His 
affable and uniform courtesy has won him a 
host of friends. 





E. F. Dearine 
VICE-PRESIDENT HOUSTON NATIONAL EXCHANGE 
BANK 
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Avo. De Zavata 


ACTIVE VICE-PRESIDENT HOUSTON NATIONAL 
EXCHANGE BANK 


Mr De Zavala is thirty-three years of 
age and practically half of his life has been 
spent in banking. He started in at the bot- 
tom, entering the service of the City Na- 
tional Bank of San Antonio in 1898 as a 
runner, and gradually working his way to 
the position of cashier. After remaining 














Metvin Rover 


ASSISTANT ¢ ASHIER HOUSTON NATIONAL EX- 
CHANGE BANK 






Utah Savings & 
Trust Company 
Salt Lake City, Utah 


Commercia!—Savings—Trust—Bond ng 


Capital . . . $300,000 
Surplus & Profits, 100,000 


OFFICERS: 
W. S. McCornick, 
President 
E. A. Wall, 


Vice-President 
W. Mont Ferry, 

Vice-President 
Frank B. Cook, 


Cashier 
N. G. Hall, 


Asst. Cashier 


Facilities for thorough 
banking’ service. 
Expeditious and _ intelli- 
gent handling of collec- 
tions throughout this in- 
ter-mountain country. 


25 Years Old 


Title Certificates Title Insurance 


with that institution for nine years he was 
designated as State bank examiner, which 
position he held for three years. In July, 
1910, Mr. De Zavala entered the South 
Texas Commercial Bank at Houston as as- 
sistant cashier, 

Mr. De Zavala is a native Texan, having 
been born at San Antonio. His family his- 
tory is closely linked with the development 
of Texas, his grandfather, Lorenzo De 
Zavala. having been the first vice-president 
of the Republic of Texas. He enlisted as a 
volunteer during the Spanish-American war, 
serving under Colonel C. A. Dwyer of the 
United States army. 

As early as 1996, Melvin Rouff began his 
banking career as office boy in one of the 
local institutions, working during the sum- 
mer vacations. Each vacation he returned 
to the same bank, always taking a step for- 
ward. He graduated in 1910 and acceptea 
a permanent position. He has steadily 
worked his way up through each depart- 
ment and is also familiar with trust com- 
pany work, having served an apprenticeship 
in one of the large local trust companies. 

He entered the Houston National Ex- 
change Bank in 1912 as stenographer and 
confidential secretary and was promoted 
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The one way to handle paper money in bulk without the use of rubber 


bands or tapes. 


The currency holder for every bank teller’s cage. 


The holder that minimizes space, and prevents bills from wrinkling. 
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money chest of any safe. 
Send 


booklet 


from that position to note teller, from 
whence he was elected to assistant cashier. 

His keen observation, determination to 
master details and quick comprehension won 
an early recognition for him. He is a close 
student of modern financial problems. Mr. 
Rouff is probably the youngest assistant 
cashier in a reserve city bank in the United 
States (having not quite reached his ma- 
jority), but his ability cannot be discounted 
hecause of his age. He has an aptitude for 
publicity which is well cultivated and he has 
prepared some good copy for the Houston 
National Exchange Bank, which has brought 
them excellent results. His acquaintance 
with interior bankers is remarkable for so 
young a man. 

The Houston National Exchange Bank 
was established in 1909 and has $200,000 
capital, $300,000 surplus and profits and 
over $4,500,000 total resources. 


According to a statement compiled 
February 14 by the State Department of 
Banking, there has been an_ exceedingly 
small loss in ‘Texas State banks since the 
law came into existence in 1905, says the 
“Texas Bankers’ Record.” 

The statement also shows that the losses 
in State banks in Texas have ail occurred 
since bank guaranty went into effect, thus 
no depositor in a Texas State bank has ever 
lost a penny of his deposit. 
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is elastic, and will fit the 
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Calumet, Michigan 


The average per cent. of loss upon the 
approximate average daily deposits for the 
entire time was .0126 per cent. The losses 
occurred in 1911 and 1912 and deposits 
were protected by bank guaranty. The de- 
tailed statement as prepared by the banking 
department displays an unusually successful 
showing for the State banking system. The 
statement in full appears herewith: 

Per cent 
of loss 


per year 


Approximate 
average 
deposits 


Total 
losses 
None 
None 


$8,433,187 


19,766,746 


None 
None 
None None 
None None 
None None 
58,216,105 $ > 0671 
71,247,733 0229 


None 


—The National Bank of Kentucky, Louis- 
ville, recently gave a dinner to officers and 
employees in commemoration of the bank’s 
eightieth anniversary. This is one of the 
oldest and best-known banking institutions 
in its section of the country, and through- 
out its long career has maintained the 
soundest banking traditions. 


—Consolidation of the Commercial Na- 
tional Bank and the Commercial Germania 
Trust and Savings Bank of New Orleans is 
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elimination of distracting, con- 
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reported to have been arranged for, the 
succeeding institution to operate under a 
State charter. Combined resources will be 
about $20,000,000. 


The April letter on trade conditions and 
business forecast of the Birmingham Trust 
& Savings Company of Birmingham, Ala., 
gives a very comprehensive idea of condi- 
tions and the outlook throughout the coun- 
try. “A general condition of business,” it 
says, “which would be satisfactory to every 
line of trade and every industry as well as 
to the financial interests of the country’ is 
probably an impossible thing. This is a 
world of give and take and a condition 
Which makes money for one interest 
sometimes loses money for the other, Until 

tly money was scarce enough to make 

ficult to finance new operations or to 
tandard stocks and tonds. Those who 
oney were holaing on to it or using it 

it would bring unusual rates of in- 

for a short period. Now what money 
ecome somewhat easier, and’ easier 
is largely due to a slackening in 
> operations, standard stocks and 
ind other investments do not look 
the man with the money because 
{s for earning dividends and interest 
so good. The sum of it is that, if 
were more active, money for in- 


vestment would be scarcer and, while busi- 
ness is somewhat quiet, people do not care 
to invest because of such quietude.” 


The Palmetto National Bank of Co- 
lumbia, S. C., has increased its capital from 
$250,000 to $500,000, with $250,000 surplus 
and profits. Deposits of this institution on 
March 4 were $3,380,343. 


—Texas State banks with a capital of 
$25,000 and upward may subscribe to stock 
in the new Federal Reserve Banks, accord- 
ing to the Attorney-General of that State; 
so may trust companies, but savings banks 
are held to be debarred from making such 
subscriptions, 


Formal opening of the new home of 
the Augusta office of the Citizens’ and 
Southern Bank of Savannah took place on 
February 23, several hundred people taking 
advantage of the opportunity of inspecting 
the handsome structure. Useful and at- 
tractive souvenirs were presented to all vis- 
itors. 

The new building was illustrated and de- 
scribed in the March number of the Maca- 
ZINE. 


—North Carolina bankers will hold their 
annual meeting at Raleigh, May 12-14. 
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Bankers Building Bureau 


Bureau of factories manufacturing every material nec- 
essary to complete a modern equipped bank building 
sold direct to banks, planned and built complete, using 
highest grade of materials at a conservatively economi- 


106 East i9th Street ... 


BANKS contemplating im- 
provements should con- 
sult us immediately, thereby 
avoiding errors in planning. 


We plan, design ana build banks 
complete, including interior work, 
decorations and equipment 


Write for suggestions, giv- 


ing us an idea of what you 
have in mind. 


New York 




















WESTERN STATES 
Chicago 


John G. Orchard, who was for forty 
years identified with Chicago banking insti- 
tutions, died March 15, at White Springs, 
Florida. Mr. Orchard for nearly twenty 
years was cashier of the Merchants’ Loan 
and Trust Company Bank, holding that po- 
sition until last June, when he retired on 
account of impaired health. 

Mr. Orchard was born at Insch, Aber- 
deenshire, Scotland, March 9, 1845. He be- 
gan his banking career in his native coun- 
try and after a five years’ apprenticeship 
joined the Royal Bank of Scotland, in 
Edinburgh, in 1864. He became connected 
with the Bank of British North America, in 
London, in 1865. He joined the Canadian 
sank of Commerce in 1874 and came to 
Chicago to open a branch of that institu- 
tion. In 1883 he became connected with the 
Merchants’ Loan and Trust Company Bank, 
where he put his principal efforts in the 
work of developing the foreign business of 
the bank. In 1895 he was appointed its 
cashier. 

Mr. Orchard has been vice-president of 
the Illinois St. Andrew Society. He was a 
member of the Evanston Country Club and 
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the Chicago Stock Exchange. He is sur- 
vived by a widow, three sons and _ three 
daughters. 


—Rather a unique tribute was paid to 
the late Bryon L. Smith, president of the 
Northern Trust Company, by the banks of 
this city on the day of Mr. Smith’s funeral, 
March 24. All the banks stopped business 
for ten minutes, beginning at two o'clock. 


Recently the aggregate of the deposits 
of the banks in this city went beyond the 
half billion mark for the first time, and the 
deposits of a number of the banks also made 
new high records. The Continental and 
Commercial National led with $199,034,000 
on March 4, and while this was the highest 
ever reported in an official statement, the 
figures were somewhat above $200,000,000 a 
few days before the official call. 

The combined deposits of the Continental 
and Commercial National Bank, the Conti- 
nental and Commercial Trust and Savings 
Bank and the Hibernian Banking Associa- 
tion—all affiliated institutions—are now 
$222,480,029. 


Mention was made in last month's 
Macazine of the election of William L. 
McKee as an assistant cashier of the Fort 
Dearborn National Bank of Chicago. Here- 
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with is presented a portrait of Mr. McKee. 
He is of Irish birth, coming to this country 
in 1873. He has traveled extensively for 


Wittiam L. McKee 


ASSISTANT CASHIER FORT DEARBORN NATIONAL 
BANK, CHICAGO 


the Fort Dearborn National Bank for sev- 
eral years and has attended many bankers’ 
conventions in all parts of the country. 


Combined deposits of the First Nation- 
al Bank and the First Trust and Savings 
Bank were $187,218,453.31 on March 4. 


rhe National Bank of the Republic re- 
cently opened a savings department, 


\t a recent meeting of the directors of 
the National City Bank of Chicago it was 
decided to inerease the surplus account 
to three-quarters of a million dollars, by 
t erring $250,000 from the undivided 

account. This gives the bank, using 
cures of March 4, 1914, capital of 
000, surplus $750,000, undivided 

$80,627.50, and deposits of $31,- 
1.31. The total assets on that date 
“34,607 ,028.31. 
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BE A PROGRESSIVE 


AND GET IN TOUCH WITH US 
ON THE MOST COMPLETE 
PLAN OF 





CHRISTMAS 
VACATION 


SAVINGS 
SCHOOL ) 


NOW OFFERED 


YOU CAN OPEN THIS DEPARTMENT 
WITH OUR PLAN AT ANY TIME 
OF THE YEAR 


Write Today for Exclusive Rights 


SMITH PRINTING CO., Inc. 


BANK PUBLICITY DEPT. 
WILLIAMSPORT -_ PA. 











St. Louis 


—Deposits of the Third National Bank 
on March 4 passed the thirty-four million 
dollar mark, and total resources were $40,- 
366,113.46—representing a substantial gain 
over the statement of January 13, 


—Cashier J. A. Lewis may well be proud 
of the statement of condition of the Na- 
tional Bank of Commerce on March 4, and 
which is published in the local papers over 
his signature. It shows total resources of 
$69,391,633.59. Deposits are $48,187,729.94, 


Although the building of the Boatmen’s 
Bank—the oldest bank in Missouri—was se- 
riously damaged by fire on March 9, the 
bank opened for business at the usual hour 
the following morning in temporary quar- 
ters at Fourth and Pine streets. President 
Edwards Whitaker and the other officers 
and staff of the bank, by prompt and ener- 
getic action, were able to re-establish opera- 
tions without delay or inconvenience to the 
bank’s patrons. The cash and _ securities 
were found to be intact, and the bank suf- 
fers no loss in this respect. 





SAINT LOUIS CLEARING HOUSE ASS'N 
March 9th, 1914. 


Mr Edwards Whitaker, President, 
Boatmen's Bank, 
St. Louis Mo 
Dear Sir’ — 

The undersigned, being all the members of 
the Saint Louis Clearing House Association, 
extend to you sincere sympathy at the incon- 
venience to which you will be subjected on ac- 
count of the disastrous fire of this morning 

If there is any way in which we can be of 
assistance to you—by placing at your disposal 
the services of our officers and assistants— 
please command us 

Until you can fescue your resources from the 
fire wreck, we shall be pleased to have you call 
upon us for any amount of money you may 
need Respectfully yours, 

American Trust Company, 

Central National Bank, 
Commonwealth Trust Company 
Franklin Bank, 

German-American Bank, 

German Savings Institution 

St. Louis Union Trust Co., 
International Bank, 
Merchants-Laclede National Bank, 
Mercantile National Bank, 
Mercantile Trust Co., 

Mississippi Valley Trust Co., 
National Bank of Commerce, 

South Side Bank, 

State National Bank 

Third National Bank, 
Mechanics-American National Bank 


BOATMEN’S BANK, 
S E. Cor 4th and Pine Sts., 
St. Louis, Mo., March 9, 1914 
Festus J Wade, President, 
St. Louis Clearing House Assn., 
St. Louis 
Dear Sir — 

Your letter. signed by all the Banks and 
Trust Companies, members of the St. Louis 
Clearing House Association, tendering the 
services of their officers and institutions dur. 
ing the temporary inconvenience caused by 
the fire of this morning, and conveying expres- 
sions of sympathy and offers of any material 
assistance that we may need, is acknowledged 

Your communication arrived at the time 
our Board of Directors were in session, and | 
wish to express to you on behalf of the Board 
and myself our grateful appreciation 

We are happy to say that our cash and secu- 
rities in our vaults have not been damaged. and 
that Bank will suffer no loss. 


We opened for business, as usual, this 
morning at temporary headquarters, 4th and 
Pine Streets. 

With renewed expressions of appreciation 
I remain, 

Very truly yours, 
EDWARDS WHITAKER, 
President 


The Boatmen’s Bank will sustain no loss as 
the result of the fire of March 9th, 1914. 

The vaults of the Bank are not damaged. 

The Bank opened for business at the usual 
hour, March 9th, at S. E. Cor. 4th and Pine Streets, 
where its patrons will be served without any delay 


or inconvenience. 


Signed, 
Edwards Whitaker, President. 
E. M. Hubbard, Cashier. 


A FINE TRIBUTE TO THE STRENGTH OF THE OLDEST BANK IN ST. LOUIS, TESTED BY TIME 
AND RECENTLY BY FIRE 











This Clock 
Advertises Your Bank 
A Block Away 


In a Sense it Gives You the 
Frontage of a City Block 


The Best and Most Permanent 
Bank Ad. That Money will Buy 


WRITE FOR PARTICULARS 


Brown Street Clock Co. 
MONESSEN, PA. 














On an accompanying page appears a very —A record-breaking attendance is looked 
striking evidence of the confidence reposed for at the annual convention of the Mis- 
in this old institution by the members of souri State Bankers’ Association, to be held 
the St. Louis Clearing-House Association. here May 19 and 20. In addition to an in- 
teresting programme, embodying features of 
present practical concern to the bankers, 
the pageant and masque of St. Louis, fol- 
lowing the convention, will be well worth 
seeing. 


—Resources of the Mechanics-American 
National Bank went above $41,000,000 in the 
March 4 statement. Cash in banks and on 
hand footed up $18,473,088. Other impor- 
taunt items were: Capital, $2,000,000; sur- Fo] 
plus and profits, $2,795,520, and deposits, 
$35,491,105. President Walker Hill, for- 
mer president of the American Bankers’ 
Association, aided by an efficient official 
staff and a board of directors representative 
of the city’s business interests, keeps the 
Mechanies-American National up to the 
high standard of strength and service which 
has long characterized the typical St. Louis 


ANTIKS 


—Bankers of Southwestern Missouri and 
Arkansas met at Springfield, Mo., March 19, 
and took action looking to closer coépera- 
tion between bankers and farmers in the 
development of the Ozark section. 


—Minnesota State banks may subscribe 
for stock in the Federal Reserve Banks, in 
the opinion of the Attorney-General of that 
State. 

Combined deposits of the Mercantile 

nal Bank and the Mercantile Trust —Since the completion of the Federal cen- 
any, on March 4, were $35,255,569.31, sus of 1910 the population of Tulsa, Okla- 

he combined resources, $50,051,331.38. homa, has more than doubled, as is evi- 

ts of the Mercantile Trust Company denced by the result of a census just com- 
$27,826,551.37, and of the Mercantile pleted, taken under the supervision of the 
nal Bank, $7,429,017.94._ President State Board of Education, for the purpose 
- J, Wade, in the growth of these two of establishing a basis for apportioning the 
ions, has fully established his repu- State school money, by which the present 

as one of the country’s successful population of Tulsa is placed at 41,000. 

‘S. , Tulsa has eight banks, the combined de- 
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posits of which, under the Comptroller's call 
as of March 4, 1914, were $10,050,000, the 
two largest banks in the State being lo- 
cated here. 

The bank clearings for 1913 were $60,- 
511,840, an increase of fifty-seven per cent. 
over 1912. For January, 1914, they were 
$7,222,455, an increase of 74.4 per cent. over 
the corresponding month of 1913. For Feb- 
ruary, 1914, they were $6,381,277, an in- 
crease of 61.5 per cent. over the correspond- 
ing month of 1913. For the week ending 
March 12, 1914, they were $1,813,041, an in- 
crease of 93.1 per cent. over corresponding 
week of 1913. 

Reports from the post office and from 
the building inspector’s office show the 
same remarkable growth, the per cent. of 
increase in each case being phenomenal. 


—Consolidation of the Old Detroit Na- 
tional Bank and the First National Bank 
of Detroit, Mich. has been arranged, the 
succeeding institution to be the First and 
Old National Bank. Each of these banks 
is more than fifty years old, and each had 
deposits around twenty-five or thirty mil- 
lions, so that the consolidation means a 
bank of upwards of fifty millions of de- 
posits. 


—One of the old and successful farm loan 
companies of the West, the Iowa Loan and 
Trust Company of Des Moines, is now lo- 
cated in its new quarters in the Hippee 
Building. 


—North Dakota bankers will hold the 
twelfth annual convention at Williston, July 
1 and 2, concluding with an excursion to 
Glacier National Park, 


—Though the First National Bank of St. 
Paul, Minn,, now has a very fine bank home 
of the classic type, it is soon to have a still 
finer one in the new building which James 
J. Hill will erect for the bank, the Great 
Northern and other railways. Work on the 
new structure is already under way. 


—Between January, 1907, and January, 
1910, the deposits of the People’s Savings 
Bank, Cedar Rapids, Iowa, have grown 
from $462,060 to $910,328. This institution 
in its published statements analyzes each of 
the items for the better information of the 
public, 


A very attractive fireproof building has 
been completed and occupied by the First 
National Bank of Mankato, Minn. 


—Capital of the First National Bank, 
Sioux City, Iowa, was recently increased to 
$800,000—an addition of $200,000. 


—For the use of the Grand ‘Rapids 
(Mich.) National City Bank and the City 
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Trust and Savings Bank there is to | 
erected a four-story building that will em 
body the latest ideas in bank architectur 
and equipment. It is expected that about « 
year will be required to finish the new 
building. 


—It is the intention of the new Nationa! 
Bank of Commerce, St. Paul, Minn., to put 
up a new building to cost about $40,000, 
and which will be ready for occupancy the 
coming summer. 


—L. J. Yaggy, cashier of the First Na- 
tional Bank, Davenport, Iowa—the _ first 
national bank to get into operation under 
the national banking system—was recently 
elected manager of the Davenport Clearing- 
House Association. 


—Private concerns are not to be allowed 
to compete with Wisconsin banks accord- 
ing to the “Wisconsin Banker,” which says: 


“As mentioned in last month’s ‘Wisconsin 
Banker,’ the Cudahy Packing Company was 
restrained from receiving deposits from 
employees and others for safe keeping. 
Several other Milwaukee firms are under- 
stood to be receiving deposits from em- 
ployees and Bank Commissioner Kuolt this 
month secured an opinion from Attorney- 
General Owen relative to the Wisconsin 
Bridge and Iron Company, North Mil- 
waukee, which has been allowing employees 
and others to leave savings with the com- 
pany giving them a receipt in the following 
form: ‘We have credited your account with 
——— dollars due you for wages during 
the week ending ————. This amount bears 
interest at the rate of 6 per cent. per 
annum computed in accordance with our 
established rules and, if desired by us, is 
subject to thirty days’ notice before with- 
drawn.’ Signed, Wisconsin Bridge and Iron 
Company. 

“Attorney General Owen in his opinion 
refers to Section 2024-78M of the Wiscon- 
sin Statutes wherein it is made unlawful 
‘for any person, co-partnership, association 
or corporation to do a banking business 
without having been regularly organized 
and chartered as a national bank, State 
bank, mutual savings bank or trust com- 
pany bank.’ Section 2034-78L defines ‘the 
banking business’ as ‘the soliciting, receiv- 
ing or accepting of money or its equivalent 
on deposit as a regular business whether 
such a deposit is made subject to check or 
is evidenced by a certificate of deposit, 4 
pass book, a note, a_ receipt or other 
writing.’ 

“The right of the State to enact these pro- 
visions has been affirmed by our Supreme 
Court in the case of Weed vs. Burgh, It! 
Wisconsin—569 and MacLaren vs. State, 111 
Wisconsin—577. 

“The MacLaren case was what is known 
as Gimbel’s Department Store Case wherein 
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that firm were estopped from receiving de- 
posits payable on demand with interest. 

“In this case the Supreme Court said 
‘the main purpose of regulating the banking 
business as that business is now carried on 
is to insure the safety of deposits and the 
necessity for the regulation of establish- 
ments carrying on this kind of business 1s 
very apparent.’ 

“Attorney-General Owen is of the opin- 
ion that under the ruling by the Supreme 
Court the Wisconsin, Bridge and Iron Com- 
pany is ‘doing a banking business’ when the 
definition thereof given in Section 2024-78L 
is that money is left with the company for 
safe keeping payable on demand and _ the 
Attorney-General is of the opinion that the 
banking law as interpreted by the Supreme 
Court prohibits the Wisconsin Bridge and 
Iron Company from doing the business un- 
der consideration.” 


Hon, Kelsey S. Chase, Superintendent 
of Banks of the State of Minnesota, has 
completed a statement showing the condi- 
tion of State banks of discount and deposit 
on March 4. It gives the number of banks 
as $27, compared with 787 on April 4, 1913; 
total footings have increased from $158,- 
158,936.88 to $180,234,602.52—a gain of 
$21,775,665.64. 


-The Iowa National Bank of Davenport 
celebrated its twenty-fifth anniversary 
March 9, making the event the occasion of 
paying a special dividend of five per cent. 
Its capital of $150,000 is matched by a like 
amount of surplus, with $106,485 of un- 
divided profits. Chas. Shuler is president 
and Frank B. Yetter, cashier. 


A recent report of the Auditor of State 
for the State of Iowa contains a consoli- 
dated statement from 780 savings banks, 
299 State banks and 16 trust companies, 
and makes the following showing: 

Capita $38,932,800.00 
Due ¢ 362,059.43 
4,283,619.55 
4,835,556.57 
,316,837.96 
7,350,131.79 
NOD dieanteauibrnaiueretemes $382,081,005.30 
From February 5, 1913, to January 28, 


1911, there was a gain of forty-four in the 
number of banks. 


& 
PACIFIC STATES 


lention was made in the February 
of the Macazine (page 266) of 
motion of W. D. Vincent from the 
of cashier of the Old National 
Spokane, Washington, to that of 
ident, the election of J. A 
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Yeomans as cashier to succeed Mr. Vincent, 
and the appointment of Geo. H. Greenwood 
and J. W. Bradley as assistant cashiers. 
The portraits of these gentlemen, together 


W. D. Vincent 
VICE-PRESIDENT OLD NATIONAL 
SPOKANE, WASHINGTON 


BANK, 


with that of Assistant Cashier W. J. Smith- 
son, are presented herewith. 

The Old National Bank is one of the well- 
known and successful banking institutions 
of the Northwest, dating its organization 
from 1891. Its capital is $1,000,000, surplus 
ana profits $472,923, deposits $9,883,723, and 
total resources $12,356,646. 


—Deposits of the Crocker National, San 
Francisco, were $18,960,220 on March 4. 


—Los Angeles county, California, took 
the first rank as regards value of crops of 
all the 2,950 counties of the United States, 
according to the final report on the census 
ot agriculture, 1910, by Director William 
J. Harris of the Bureau of the Census, 
Department of Commerce. Lancaster coun- 
ty, Pennsylvania, ranked second as regards 
value of the production of crops; McLean 
county, Illinois, was third; Whitman county, 
Washington, fourth; Livingston county, 
Illinois,. fifth; Iroquois county, Illinois, 
sixth; La Salle county, Illinois, seventh; 
and Aroostook county, Maine, eighth. 

The valuation (at the farm) of the crops 
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raised in Los Angeles county, California, 
according to the census, was $14,720,900; 
Lancaster county, Pennsylvania, $13,059,600 ; 
MeLean county, Ilinois, $12,811,500; Whit- 
man county, Washington, $12,540,700; Liv- 
ingston county, Illinois, $11,377,300; Tro- 
quois county, Illinois, $10,607,800; La Salle 
county, Illinois, $10,222,200; and Aroostook 
county, Maine, $10,151,000. The total valu- 
ation of the crops raised in these eight 
counties was $95,491,000, or about two per 
cent. of the total valuation of all crops 
raised in the United States, which was 
$5,487,161,000. 

The principal crops raised in Los Angeles 
county in the order of their value were 
fruits, ete., hay and forage, live stock, dairy 
products, ete., and vegetables; of Lancaster 
county, Pennsylvania, corn, wheat and oats, 
and live stock and dairy products; of Mc- 
lean county, Illinois; Whitman county, 
Washington; Livingston county, Illinois; 
and La Salle county, Illinois; corn, wheat, 
vats and cereals; and of Aroostook county, 
Maine, potatoes and vegetables. The prin- 
cipal crops of the United States, in the 
order of their value, were the cereals, corn. 
wheat, oats, ete, hay and _ forage; and 
cotton. 

Some interesting data are presented by 
the figures for the value per acre and per 
capita of the crops raised in these eight 
hanner counties of the United States. The 
figures for Los Angeles county show that 
the total value of the crops raised there 
averaged $35 per acre and $29 per capita 
(the city of Los Angeles with a population 
of 320,000, being within Los Angeles county, 
is the chief reason for the low rate per 
capita); for Lancaster county, Pennsyl- 
vania, $28 per acre and $78 per capita; for 
McLean county, Illinois, $18 per acre, and 
S188 per capita; Whitman county, Wash- 
ington, $14 per acre, and $377 per capita; 
Livingston county, Illinois, $18 per acre 
and $281 per capita; Iroquois county, TIli- 
nois, $16 per acre and $298 per capita; 
I.a Salle county, Illinois, $17 per acre and 
SI13 per capita, and Aroostook county, 
Maine, $23 per acre and $136 per capita. 
The corresponding crop valve figures (at 
the farm) for the United States for the 
same year were $16 per acre and $60 per 
capita, 


\n’ invitation will be extended to the 
\merican Bankers Association on behalf of 
the Seattle Clearing-House Association to 
hold the 1915 convention in Seattle—a city 
hat for enterprise, beautiful situation and 
excellent hotel accommodations certainly 
fers abundant attractions. Should the 
S15 convention be held at Seattle it is the 
‘clermination of the bankers to give the 

itors a royal welcome. 


Rapid progress is being made in con- 
nection with the Panama-Pacifie Interna- 
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tional Exposition, which is to open at San 
rrancisco on February 20, 1915. The work 
of preparing the buildings and grounds is 
being pushed forward by an army of men, 
and it is officially announced that all the 
large exhibit palaces will be ready for oc- 
cupancy July 1, leaving more than seven 
months for the installation of the exhibits. 
‘1shirty-four foreign nations, as well as most 
of the commonwealths of the United States, 
have accepted the invitation to participate 
in the Exposition. 


—In its “Financial Letter” of March 25, 
the American National Bank of San Fran- 
cisco says: 

“The agricultural outlook, both na- 
tional and local, is exceptionally good. More 
than half of the grain-producing area of 
the United States was covered with a blan- 
ket of snow during the latter part of the 
winter, and the soil is in the best possible 
condition. March was a dry month in Cal- 
ifornia, but rain is not yet urgently needed, 
and the promise of bountiful harvests of 
grain and fruits is still reported from nearly 
all sections. Shipment of citrus fruits from 
the State this season to March 17 were 
17,228 carloads, as compared with 9,598 
cars to the same date a year ago. Owing 
to the rather low prices prevailing, much 
of the fruit is being held back for later 
shipment. The total output for the year 
will be large. Harvesting of asparagus 
end celerv is in progress in the delta of 
the San Joaquin River, with excellent re- 
turns to the growers. From the Imperial 
valley comes the report of a 5000-car crop 
of canteloupes which will begin to move to 
Eastern markets before the end of May. 

“With a generous harvest in prospect, 
finances in comfortable shape, population 
steadily and rapidly increasing, many large 
projects under way or in preparation which 
will provide work for thousands, and the 
promise of early completion of the Panama 
Canal, it is fairly certain that California 
and the whole Pacific Coast will experience 
a year of good times, limited only by the 
adverse influences, if any, of general condi- 
tions throughout the country and the world.” 


—James K. Moffit, vice-president of the 
First National Bank of San Francisco, has 
been appointed cashier, in addition to his 
duties as vice-president, to fill the vacancy 
caused by the resignation of J. H. Skinner. 


Seattle, Washington, Clearing-House 
banks have adopted these resolutions: 


“Whereas, The provisions of the new cur- 
rency law render time paper necessary in 
order that members may derive the full 
benefit of discount privileges, and 

“Whereas, Under the provisions of the 
currency law interest on paper presented 
for discount must be paid in advance, and 

“Whereas, It is already in most parts of 
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the country the prevailing practice to dis- 
count customer's paper; Now, therefore, be 
it 

“Resolved, That the undersigned agree 
that on and after April Ist, they will, in so 
far as possible, discount their customer's 
commercial paper instead of collecting in- 
terest on same at maturity, as is now the 
prevailing local custom; and the undersigned 
further agree that in case it is found nec- 
essary to draw any notes on demand, in- 
terest on same will, in so far as possible, be 
collected monthly.” 


their next 
June 15 


bankers will hold 
convention at Medford 


Oregon 
annual 
and 16, 


—Deposits of the German-American Bank 
of Seattle, Washington, on March 4, 1914, 
were $673,389.91—a gain of $201,613.16, or 
fifty per cent., in the last year. The Ger- 
man-American Bank has $100,000 capital. 
Officers are: President, Ernest Carstens; 
vice-president, Thos. B. Minahan; cashier, 
I. J. Riley; assistant cashier, H. C. Coffin. 


—The banks of Tacoma have fixed 
upon a minimum rate of 15 cents for the 
handling of all collections, regular rates to 
govern when the collections are made. The 
Credit Men's Association here heartily tn- 
dorse the idea, as it is a well-known fact 
that this function of banks have been 
shamefully abused for years, most of them 
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losing money in the handling of collections 
The custom should soon become universal, 
so as to put that department on a fairly 
paying basis. 

On March 15 the Montana Trust and 
Savings Bank opened at Helena with $150,- 
000 capital and $30,000 surplus. Thos. A. 
Marlow, president of the National Bank of 
Montana, is president; Albert L. Smith, 
vice-president of the same bank, vice-presi- 
dent, and Trevor O. Hammond, formerly 
with the First National Bank of Chicago, 
cashier. 


& 
CANADIAN NOTES 


It is reported that negotiations looking 
to the absorption of the Bank of Van- 
couver by another institution have been 
given up and that the capital of the Bank 
of Vancouver will be reduced to $500,000. 


—Sir Frederick William Taylor has been 
elected vice-president of the Canadian 
Bankers Association in place of H. V. 
Meredith, president of the Bank of Mon- 
treal, who resigned. 


—legislation looking to the closer regu- 
lation of trust companies is pending in the 
Dominion Parliament. 


UE 


FS 


A Word To Directors 


NDER date of February 4, Hon. 

Charles M. Sawyer. Bank Com- 
missioner of the State of Kansas, ad- 
dressed the following letter to the bank 
directors of that State: 

“The the State 
banks under the law devolves upon the 
board of directors. The directors are, 
therefore, the trustees of the deposits 
and should always keep this fact in 
mind. ‘The directors who give their de- 
positors the fullest protection, 
their shareholders the best 
Some of the directors of State banks 
have not been discharging the duties as 
such directors in the manner contem- 
plated by the law and good morals, and 
as the administrator of the law, I must 


management of 


give 


service. 


insist upon every director giving to his 
institution sufficient time and attention 
to enable him to have a complete knowl- 
edge of its affairs. Not only is he 
legally and morally bound to do this, 
but financially as well, for the courts 
have held that damages can be recov- 
ered for a neglect of duty, and a plea 
of lack of knowledge of the bank’s af- 
fairs is not a good defense. 

“T trust that the Banking Depart- 
ment wi]! have no cause to criticise your 
fidelity in discharging the duties you 
assumed when you accepted the respon- 
sibilities of a bank director, and urge 
that monthly meetings of the board be 
held so that you can keep in close touch 
with the affairs of your bank.” 





